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INTRODUCTION  and  OVERVIEW 


This  paper  explores  a  number  of  funding  mechanism  principles  and  options  for  consideration  in 
the  Alberta  context  described  in  New  Directions  for  Adult  Learning  in  Alberta  and  AECD 
business  plans.  It  incorporates  feedback  received  from  stakeholders  in  response  to  the  Minister's 
December  1994  letter  and  Deputy  Minister's  February  1995  memorandum.  This  document  is 
designed  to  inform  the  continuing  consultative  process.  Therefore,  its  content  and  form  are 
consistent  with  the  purpose  of  providing  background  to  fuel  future  discussions.  The  central 
question  addressed  by  this  process  is  how  best  to  relate  institutional  funding  and  accountability  to 
performance  measured  in  agreed  ways.  In  this  context,  we  understand  performance  to  be 
measurements  of  outcomes  in  desired  categories,  and  to  include  productivity,  which  also  relates 
to  outcomes  but  is  relative  to  resource  utilization.  Our  response  to  the  central  question,  at  this 
stage  in  the  consultative  process,  is  a  flexible  framework  for  a  possible  funding  mechanism  which 
continues  the  block  grant  approach,  based  on  three  year  department  and  institutional  plans,  and 
which  responds  to  special  circumstances,  as  they  arise,  with  envelope  funding  such  as  the  Access 
Fund.  This  framework,  and  the  terminology  that  we  propose,  should  be  useful  in  minimizing  what 
is  often  ambiguous  language,  delaying  detailed  consideration  of  complexities  not  central  to 
current  discussions,  and  allowing  these  discussions  to  focus  on  the  most  significant  pragmatic 
choices.  A  number  of  performance  based  funding  methods  are  identified  in  this  paper,  and  others 
are  likely  to  emerge  during  the  consultative  process.  These  methods  will  be  evaluated  by  the 
stakeholders  as  part  of  the  process. 

There  are  essentially  five  topics  addressed  in  this  paper: 

1 .  The  central  issue  of  performance-based  funding  is  defined  and  set  in  Alberta  funding  and  post- 
secondary  educational  contexts. 

2.  Both  theoretical  descriptions  and  comparative  experience  are  provided  for  post-secondary 
education  funding  mechanisms,  over  time  as  well  as  across  selected  jurisdictions. 

3.  Closely  related  topics  of  accountability  and  information  systems  are  described  and  associated 
with  the  corresponding  AECD  initiatives. 

4.  Options  with  respect  to  performance-based  funding  are  proposed,  related  to  New  Directions 
for  Adult  Learning  in  Alberta,  and  illustrated  within  a  framework  characterized  by  a  "rolling 
three-year  business-plan-driven"  block  grant  envelope  and  performance  envelopes. 

5.  Information  useful  in  the  continuing  consultation,  selection,  and  development  of 
performance-based  fiinding  methods,  is  included. 


ALBERTA  CONTEXT  FOR  POST-SECONDARY  EDUCATION 


Over  the  years.  Alberta  has  developed  a  top-notch  system  of  adult  learning.  The  system  is 
comprehensive  in  scope,  offering  numerous  and  diverse  programs  ranging  from  academic 
upgrading  to  graduate  degrees.  The  current  public  system  is  comprised  of  4  universities,  1 1 
public  colleges,  two  technical  institutes,  four  provincially  administered  institutions,  and  two 
specialized  institutions,  the  Banff  Centre  and  the  Alberta  Hospital  Ponoka  School  of  Nursing.  In 
addition,  there  are  four  community  consortia,  85  community-based  adult  learning  councils  and 
approximately  80  licensed  private  vocational  schools.  Four  private  colleges  offer  accredited 
degree  programs. 

To  facilitate  access  and  opportunity.  Alberta  has  developed  a  system  of  specialized  and 
geographically  dispersed  institutions.  Supporting  this  type  of  regionally  dispersed  system  is  not 
without  significant  cost,  as  many  programs  -  some  requiring  considerable  capital  and  equipment  - 
are  offered  at  more  than  one  location.  In  1995-96,  Alberta  will  provide  $833  million  in  funding  to 
institutions.  Including  contributions  from  students  and  other  sources  of  revenue,  total  system 
spending  will  be  about  $1.2  billion.  Whereas  government  grants  represent  on  average  67%  of 
institutional  spending,  student  tuition  makes  up  about  18%.  In  per  capita  spending  on  post- 
secondary  education.  Alberta  ranks  second  in  Canada. 

Alberta  accords  a  high  priority  to  education  and  benefits  have  accrued.  Albertans  educational 
attainment  ranks  among  the  highest  in  Canada.  With  about  10%  of  the  nation's  population,  we 
educate  about  one-quarter  of  Canada's  apprentices.  Further,  Alberta's  two  largest  universities  are 
among  the  top  ten  in  Canada  in  volumes  of  sponsored  research  activity. 

Alberta's  post-secondary  system  has  achieved  many  successes.  An  educated  and  skilled 
population  and  an  infrastructure  that  supports  the  creation  and  sharing  of  knowledge  are  among 
the  benefits.  Despite  successes,  new  demands  pose  serious  challenges.  More  than  at  any  time  in 
the  past,  education  is  fundamental  to  our  ability  to  compete  in  the  global  marketplace,  resulting  in 
increased  pressures  on  our  aduh  learning  systems. 

CONSULTATIVE  PROCESSES 

To  determine  a  strategy  for  the  future.  Alberta  Advanced  Education  and  Career  Development 
consulted  with  stakeholders  and  learned  that  Albertans  want  to  be  recognized  nationally  and 
internationally  for  the  excellence  of  their  knowledge,  skills,  attitudes  and  experience.  Albertans 
want  increased  access  to  a  diverse  range  of  learning  opportunities,  through  a  system  responsive  to 
the  needs  of  individual  learners  and  the  social,  cultural  and  economic  needs  of  the  province. 
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Albertans  also  want  affordability—the  provision  of  learning  opportunities  to  the  greatest  number 
of  Albertans  at  the  lowest  possible  cost  and  increased  accountability  for  the  results  achieved.  At 
the  same  time,  institutions  have  indicated  they  want  to  be  rewarded  for  performance,  including 
increased  efficiency  and  effectiveness. 

In  October  1994,  the  Minister  issued  a  paper  outlining  the  major  policy  directions  that  would 
position  the  adult  learning  system  to  meet  the  learning  needs  of  Albertans  to  the  year  2005.  New 
Directions  for  Adult  Learning  in  Alberta  set  out  22  strategies  to  achieve  four  goals:  increased 
accessibility,  improved  responsiveness,  greater  affordability  and  more  accountability. 

New  Directions  includes  a  commitment  to  "provide  funding  to  post-secondary  institutions 
through  a  new  mechanism  that  rewards  an  institution's  performance  in  providing  accessibility, 
quality  and  relevance  to  the  needs  of  the  learner  at  the  lowest  possible  cost."  In  December  1994, 
the  Minister  announced  the  commencement  of  the  process  to  the  Chairs  of  Boards  of  Governors 
and  other  key  stakeholders  in  the  system.  The  first  step  in  this  process  involved  the  development 
of  a  draft  outline  paper  on  funding  methods  options,  released  in  February  1995.  The  paper  (See 
Appendix  2)  set  out  elements  of  the  purpose,  principles,  objectives  and  constraints  for  funding 
methods  and  process  in  the  Alberta  context  and  was  accompanied  by  an  invitation  to  respond, 
elaborate  and/or  add  to  the  basis  from  which  the  consideration  of  alternative  funding  methods 
should  proceed. 

This  report  was  prepared  as  a  resource  for  the  development  of  a  discussion  paper  to  be 
distributed  to  stakeholders  within  Alberta's  public  post-secondary  institutions.  It  includes  an 
overview  of  the  "state  of  the  art"  in  a  number  of  jurisdictions,  examines  Alberta  objectives, 
describes  a  number  of  funding  method  and  process  options  that  might  be  considered. 

After  distribution  of  the  discussion  paper  and  consultation  on  a  proposed  funding  mechanism, 
recommendations  will  be  developed  and  presented  through  the  Minister's  Forum  on  Adult 
Learning  in  October  1995.  The  forum  will  include  representatives  from  students,  faculty, 
business  and  post-secondary  institutions  and  other  Albertans  who  have  a  role  to  play  in  the 
future  of  the  adult  learning  system.  The  preferred  funding  methods  will  be  finalized  and 
implementation  will  begin  on  April  1,  1996  for  the  allocation  of  funds  for  the  1997-98  fiscal 
year. 

Relationship  to  Other  Departmental  Initiatives 

Three  other  initiatives  which  have  ramifications  for  funding  are  identified  in  New  Directions  and 
have  been  underway  for  some  time.  The  first  is  the  implementation  of  an  accountability  strategy 
to  facilitate  measurement  and  reporting  of  performance  of  institutions  and  other  providers  of 
leaming  opportunities  and  services  using  public  funds.  The  second  involves  identifying  common 
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information  reporting  requirements,  developing  consistent  data  definitions,  reporting  formats 
and  costing  methodologies  that  will  produce  comparable  program  cost  information  within  and 
across  institutional  sectors.  The  third  is  the  current  public  consultation  on  university  research. 
Each  of  these  initiatives  and  its  relationship  to  the  development  of  new  funding  methods  is  dealt 
with  in  appropriate  sections  of  this  paper. 

Evolution  of  Alberta's  Funding  Processes 

Following  World  War  n,  Alberta  experienced  a  marked  transition  in  its  post-secondary  system 
as  it  stretched  to  accommodate  rapid  enrolment  increases  and  the  job  needs  of  a  rapidly  changing 
economy.  Alberta's  funding  mechanisms  evolved  to  meet  the  changing  times. 

Federal  direct  grants  to  universities  which  began  in  1951  were  eliminated  in  1966  and  replaced 
with  a  federal  transfer  direct  to  the  province.  This  transfer  was  to  cover  approximately  half  the 
cost  of  post-secondary  education.  Alberta  introduced  the  University  and  College  Assistance  Act 
which  provided  a  formula  grant  for  each  full-time  student  and  developed  a  method  for  allocation 
of  grants  to  institutions  which  was  based  on  a  weighted  enrolment  unit  formula.    The  weights 
used  in  the  formula  reflected  relative  costs  for  various  program  categories.  A  University  Capital 
Development  Committee  was  established  to  make  recommendations  on  capital  and  facility 
requirements  during  a  period  of  rapid  campus  expansion. 

In  general,  the  late  1960s  and  early  1970s  can  be  viewed  as  a  period  in  which  Alberta's  system  of 
post-secondary  education  grew  rapidly  and  reached  a  mature  stage  in  its  development,  becoming 
very  comprehensive  and  diversified  for  a  jurisdiction  of  Alberta's  population  size.  Public 
institutions  were  developed  in  separate  university  and  college  systems,  each  with  a  coordinating 
"commission"  with  program  regulation  and  grant  distribution  responsibilities. 

In  1971,  a  Ministry  of  Advanced  Education  was  established  to  coordinate  higher  and  further 
education  more  directly  and  to  assume  responsibilities  for  post-secondary  agricultural,  technical 
and  vocational  education  sectors.  In  1973,  the  Universities  and  College  Commissions  were 
disbanded.  Subsequently  boards  of  governors  were  appointed  for  three  agricultural  colleges,  two 
technical  institutes  and  one  of  the  three  vocational  centres  which  were  operated  directly  by  the 
province.  The  chronology  of  post-secondary  funding  in  Canada  and  Alberta  is  detailed  in  the 
final  report  of  the  Financial  Plan  Project. 

Program  Coordination  Policy 

Alberta  Advanced  Education  began  implementation  of  a  Program  Coordination  Policy  in  1974, 
to  reduce  unnecessary  duplication  and  ensure  that  new  programs  were  implemented  in 
institutions  that  could  offer  them  efficiently  and  effectively.  Departmental  program 
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development  was  consistent  with  institutional  role  statements  and  included  specific  program 
reviews.  Institutions  prepared  program  proposals  and  were  required  to  demonstrate  that 
appropriate  reference  groups  were  satisfied  that  approval  criteria  were  met.  The  department 
approved  programs  that  met  program  review  criteria  in  principle  and,  in  consultation  with 
institutions,  decided  on  priorities  among  appro ved-in-principle  programs. 

New  Program  Development  Fund 

A  New  Program  Development  Fund  was  established  in  1974  to  support  the  development  and 
introduction  of  new  programs.  Initially,  the  department's  budget  included  a  $1  million  annual 
allocation.  At  the  peak  of  activity,  the  department  budget  included  over  $20  million  for  new 
program  implementation. 

Decentralization  was  a  basic  feature  of  program  development  throughout  the  1970s.  Major 
efforts  were  made  to  overcome  geographic  and  other  barriers  to  access.  Increasing  attention  was 
given  to  the  use  of  innovative  educational  methods  and  technologies.  Several  initiatives  in  the 
late  70s  and  early  '80s  reflected  the  relatively  good  financial  times:  the  establishment  of 
Athabasca  University,  expanded  facilities  for  trades  and  vocational  programming,  the  Heritage 
Medical  Research  Foundation,  major  capital  development  programs,  several  new  faculties  and 
departments,  and  significant  expansion  and  specialization  of  programming  in  all  sectors. 

Funding  Less  Sensitive  to  Enrolment 

The  mid-1970s  brought  a  shift  in  the  way  government  distributed  operating  grants.  Up  to  1976, 
universities  were  funded  by  an  enrolment-driven  formula  that  was  based  on  the  number  of 
weighted  enrolment  units  at  each  university,  with  weights  approximating  relative  program  costs. 
In  1973,  the  use  of  the  enrolment  unit  formula  was  effectively  suspended  with  the  approval  of  a 
three-year  operating  grants  scheme  based  on  projected  enrolment  for  the  1973-76  period. 
Colleges  and  technical  institutes  were  funded  on  the  basis  of  enrolment  targets  negotiated  with 
the  department  through  an  annual  budget  review  process.  Adjustments  were  made  where  actual 
enrolment  deviated  from  budget  projections  by  more  than  plus  or  minus  ten  percent  of  the 
enrolment  target. 

After  1975-76,  formulas  were  officially  discontinued  as  enrolment  growth  abated  and  growth- 
related  issues  were  replaced  with  concerns  about  equity.  Enrolment  sensitivity  was  eliminated 
for  all  institutions  and  in  1976-77  each  institution  received  its  1975-76  funding  as  a  base  with  an 
adjustment  for  inflation.  Since  1976-77,  each  institution's  regular  operating  grant  has  been 
adjusted  in  three  ways:  for  new  programs,  for  the  operating  costs  of  new  space,  and  for  special 
circumstances.  The  prior  year's  operating  grant  became  the  base,  subject  to  an  adjustment  factor 
to  compensate  for  inflationary  cost  increases,  in  each  year.  New  program  grants,  initially 
conditional,  were  tracked  until  the  program  reached  the  fully  operational  stage  and  funding  was 
folded  into  the  operating  base.  New  space  grants  were  provided  to  cover  the  cost  of  a  newly 
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acquired  facility  in  the  year  it  came  on  stream.  Special  circumstance  grants  were  provided  from 
time  to  time  in  recognition  of  conditions  such  as  extraordinary  enrolment  or  special  projects. 

More  selective  increases  in  government  funding  have  been  introduced  since  1980  with  a  shift  in 
emphasis  from  quantitative  growth  to  providing  greater  access,  meeting  priority  needs  and 
making  qualitative  improvements  through  increasingly  efficient  operations. 

Enrolment  Growth  Funding 

By  the  early  1980s  most  institutions  had  experienced  significant  enrolment  growth  that  had  not 
been  explicitly  recognized  in  funding  methods.  Projections  for  continuing  growth  in  enrolment 
demand  were  a  cause  for  concern  about  the  ability  of  institutions  to  continue  to  respond  without 
some  marginal  funding  adjustments.  Beginning  in  the  1982-83  fiscal  year,  a  supplementary 
enrolment  growth  funding  "envelope"  was  introduced  to  adjust  funding  based  on  marginal 
increases  in  enrolment  over  the  1981-82  year.  An  incremental  amount  was  provided  per 
additional  full-time  equivalent  student.  When  this  funding  was  capped  at  a  system  total  of 
$27,500,000  in  1991-92,  the  amount  that  had  been  provided  since  its  inception  was 
approximately  $940  per  FTE  enrolment.  The  total  system  enrolment  increase  over  the  1982-83 
to  1991-92  period  was  more  than  29,000  FTE  students. 

Equity  of  Operating  Grants 

In  1987,  Dr.  J.  Stefan  Dupre  was  appointed  to  advise  the  Minister  on  the  issue  of  equity  of  the 
distribution  of  operating  grants  among  the  public  and  board-governed  post-secondary 
educational  institutions  in  Alberta.  Although  many  aspects  of  the  funding  mechanism  were 
being  questioned  well  before  1987,  there  were  arguments  that  because  ten  years  had  elapsed 
since  a  weighted  formula  based  on  relative  program  costs  and  enrolment  had  been  used,  base 
funding  no  longer  reflected  real  costs  of  program  delivery,  distributions  were  inequitable  and, 
therefore,  funding  was  unresponsive  to  needs. 

Dupre  generally  concluded  that  successive  adjustments  to  base  operating  grants  through  special 
circumstance  and  program  development  funding,  regionalization  initiatives  and  other 
"envelopes"  sought  broadly  to  treat  institutions  in  ways  commensurate  with  their  differences. 
Dupre  concluded,  however,  that  some  institutions  had  been  treated  inequitably  at  the  time  of 
their  conversion  to  board  governance  and  made  specific  recommendations  for  grant  adjustments 
for  these  and  other  equity  problems. 

Program  Rationalization 

The  various  acts  governing  post-secondary  institutions  each  contain  a  section  that  enables  the 
Minister  to  regulate  the  establishment  of  programs  by  an  institution  and  to  approve  or  refuse  to 
approve  proposals  from  institutions  to  reduce,  delete  or  transfer  programs  of  study.  After 
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consultations  with  institutions,  the  Minister  approved  the  Guidelines  for  System  Development  in 
August  1988  with  formal  documentation  released  in  May  1989.  While  retaining  some  of  the 
procedures  used  in  earlier  program  approval  processes,  their  scope  was  broadened  to  include 
suspensions,  terminations,  downsizings,  expansions,  extensions,  enhancements  or  other  significant 
changes  to  existing  programs.  Since  1989,  program  rationalization  has  become  a  focus, 
particularly  with  funding  reductions  and  the  need  to  find  more  cost-effective  ways  to  deliver 
programs.  The  department  will  be  streamlining  the  process  for  approving  programs  to  remove 
barriers  to  responsiveness  and  ensure  that  the  needs  of  learners  are  met  effectively. 

Capital  Renewal 

In  the  1970s,  capital  grants  were  provided  largely  for  major  capital  projects  with  replacement  of 
furnishings  and  equipment,  renovations  and  site,  and  utilities  maintenance  handled  in 
conjunction  with  these  projects  and/or  through  general  allowances  and  contingencies.  As 
additions  to  inventories  declined,  funding  programs  were  reintroduced  in  stages  to  ensure  that 
resources  were  available  for  the  replacement  and  renewal  of  fixed  assets.  By  1981-82  all  three 
elements  of  what  came  to  be  known  as  "capital  formula  funding"  -  for  furnishings  and 
equipment;  renovations  and  alterations;  and  site  and  utility  maintenance  -  were  in  place. 

Capital  formula  funding  was  designed  to  provide  recurrent  grants  to  cover  alterations, 
renovations  and  improvements  to  buildings;  to  replace  worn  out  or  outdated  equipment  and 
furnishings;  and  to  make  and  maintain  site  and  utility  improvements.  Funding  was  based  upon 
facilities  areas,  the  replacement  value  of  each  institution's  assets,  and  useful  lifetimes  in  various 
asset  categories.  In  1984-85,  $70  million  was  provided  to  institutions  through  the  capital 
formulas.  This  represented  90%  of  what  the  formula  prescribed  and  was  the  largest  amount  ever 
approved.  From  1985-86  to  1988-89  formula  funding  was  reduced  by  54%.  In  1990-91  the 
formula  was  formally  discontinued  and  each  institution's  allocation  continued  as  in  1986-87,  but 
was  no  longer  sensitive  to  changes  in  the  asset  base.  Institutions  were  permitted  to  spend  the 
grants  for  capital  renewal  among  the  three  asset  categories. 

In  late  1989,  the  Coopers  and  Lybrand  Consulting  Group  and  RMC  Resources  Management 
Consultants  were  commissioned  to  explore  issues  related  to  capital  renewal  funding  and  propose 
more  effective  ways  of  allocating  limited  funds,  through  extensive  consultation  with 
institutions.  As  an  outcome,  and  since  significantly  less  than  formula  funding  levels  were 
foreseen  to  be  possible  within  budget  constraints,  it  was  agreed  to  apply  a  "block  grant" 
principle  and  give  institutions  permanent  flexibility  to  allocate  their  funding  among  asset 
categories.  As  a  further  movement  in  this  direction,  capital  renewal  funding  was  combined  with 
operating  grants  in  1993-94,  providing  greater  continuity  of  funding,  and  giving  institutions 
more  flexibility  to  allocate  between  operating  and  capital  to  meet  institutionally  determined 
needs  and  priorities. 
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Matching  Grants 

In  1980,  the  department  established  a  1980's  Endowment  Fund,  which  was  successful  at 
increasing  involvement  of  private  sector  in  the  funding  of  post-secondary  institutions  through 
charitable  donations.  This  was  a  successor  to  programs  which  had  provided  matching  grants  for 
donations  to  a  capital  funding  program  which  Alberta  universities  had  established  a  decade  earlier. 
From  1980  to  1992-93,  three  consecutive  matching  grant  programs  were  instrumental  in  the 
injection  of  approximately  $433  million  in  new  government  and  private  funds  into  Alberta  public 
post-secondary  institutions. 

Early  matching  programs  focused  on  capital  projects  and  equipment  requirements  "extra"  to  the 
basic  needs  of  institutions.  Over  the  course  of  the  1980s,  as  capital  renewal  funding  became  more 
limited,  attention  shifted  to  more  basic  requirements,  and  to  projects  in  the  scholarship  and  other 
special  purpose  endowment  area. 

In  addition  to  providing  needed  funds,  these  programs  have  helped  to  generate  awareness  that 
responsibility  for  financial  support  belongs  to  the  private  sector  as  well  as  government.  The 
Endowment  and  Incentive  Fund  program  was  completed  for  universities  in  March  31,  1992  and 
for  remaining  institutions  on  March  31,  1993.  It  was  determined  that  the  Fund's  mission  was 
essentially  accomplished  and  that  fund  development  capabilities  of  institutions  had  been 
permanently  enhanced  as  a  direct  result  of  the  stimulus  provided  by  the  Fund. 

Tuition  Policy 

Beginning  in  1982,  a  tuition  fee  policy  was  established  that  distinguished  universities  from 
technical  institutes  and  public  colleges.  The  guidelines  stipulated  that  in  universities,  tuition  fees 
were  to  constitute  a  minimum  of  9%  and  a  maximum  of  12%  of  each  institution's  net  operating 
expenditure.  As  well,  among  universities,  fees  for  similar  programs  were  to  vary  by  not  more 
than  20%.  In  colleges  and  technical  institutes,  the  guidelines  recommended  that  tuition  fee  levels 
be  adjusted  annually  by  an  amount  that  was  plus  or  minus  SVo  of  the  annually  determined  Price 
Adjustment  Factor  in  government  grants.  As  well,  fees  for  similar  programs  were  to  remain  in  a 
range  of  10  percent  across  all  colleges. 

After  consultation  with  institutions,  the  policy  was  substantially  changed  in  1991-92.  The 
definition  of  applicable  fee  revenue  was  defined  to  include  only  revenue  from  universal  and 
instruction-related  fees  for  credit  programs.  Net  operating  expenditure  was  also  defined  in  a 
similar  way,  to  include  generally,  only  expenditures  related  to  credit  instruction.  The  tuition  fee 
"ceiling",  the  level  to  which  tuition  revenue  was  allowed  to  increase,  was  set  to  20%  of  net 
operating  expenditure.  As  well,  institutions  were  allowed  to  increase  the  average  fee  by  up  to 
$200  annually  plus  a  CPI  factor  each  year.  Further  changes  were  made  in  response  to  New 
Directions  consultations.  The  tuition  revenue  ceiling  was  raised  to  30%  v^th  a  provision  that  it 
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cannot  be  reached  before  the  year  2000.  Annual  limits  for  colleges  and  technical  institutes  were 
raised  to  coincide  with  universities  and  fees  are  to  be  planned  on  a  three-year  rolling  basis  in 
consultation  with  student  associations. 

In  relation  to  the  tuition  policy,  the  department  is  concerned  only  with  average  tuition  rates  for  an 
institution,  total  tuition  revenue  and  total  net  operating  expenditure.  In  keeping  with  the  "block 
grant"  principle  which  has  been  an  enduring  feature  of  Alberta's  funding  methods,  institutions 
retain  the  flexibility  to  increase  individual  tuition  for  certain  programs  and  recover  a  greater 
portion  of  net  operating  expenditure,  so  long  as  for  the  institution  as  a  whole,  the  provisions  of 
the  tuition  policy  are  met. 

Business  Plans 

Early  in  1992  the  department  began  a  series  of  discussions  with  institutions  and  other  education 
stakeholders  about  the  province's  projected  financial  circumstances  and  the  need  for  changes  to 
the  system  because  of  anticipated  challenges.  Similar  discussion  took  place  across  all  government 
departments  and  areas  of  public  funding  and,  in  May  of  1993,  the  Provincial  Treasurer  introduced 
"Budget  '93",  a  plan  for  balancing  the  province's  budget  by  1996-97.  The  plan  called  for  getting 
the  province's  spending  in  line  with  revenues,  eliminating  waste  and  unnecessary  duplication,  and 
changing  the  way  government  does  business.  The  Deficit  Elimination  Act  created  a  legal 
requirement  to  eliminate  the  deficit  by  1996-97,  which  translated  into  a  $2.5  billion  reduction  in 
government  program  spending. 

Changes  in  the  governmental  budgeting  process  at  the  departmental  level  were  introduced  with 
Budget  '93.  Financial  targets,  consistent  with  the  fiscal  directions  outlined  in  the  Deficit 
Elimination  Act,  were  provided  to  each  government  department  for  a  three-year  period.  Treasury 
Board  also  required  each  department  to  develop  a  three-year  business  plan,  covering  the  period 
from  1994-95  to  1996-97,  globally  consistent  with  the  provided  financial  targets.  Upon  approval 
of  the  business  plans,  each  department  was  provided  with  an  approved  funding  level  covering  the 
three-year  period.  This  has  enabled  departments  with  funding  responsibility  for  organizations  and 
agencies  such  as  universities  and  colleges,  to  provide  multi-year  targets  to  these  organizations  and 
agencies.  This  is  a  significant  departure  from  former  practices. 

In  response  to  the  government-wide  targets,  institutions  funded  through  AECD  were  asked  to 
accommodate  reductions  over  the  three  years  in  their  combined  operating  and  capital  renewal 
grants  of  1 1%,  7%  and  3%.  (Capital  renewal  grants  and  operating  grants  were  combined  in 
1994-95  to  become  the  "operations"  grant.)  A  five  percent  reduction  in  compensation  levels  of 
all  government  employees  and  employees  of  institutions  or  agencies  that  were  beneficiaries  of 
government  grants  was  encouraged.  The  five  percent  was  part  of  the  first  year  reduction  and  was 
accommodated  by  all  post-secondary  institutions. 
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In  early  1994,  the  department  made  general  operations  grant  levels  known  to  each  institution  and 
requested  each  to  prepare  a  three-year  business  plan.  Prior  to  this,  the  department  had  made  an 
annual  call  for  grant  requests  covering  one  year  periods  and  requested  supporting  information 
about  various  financial  aspects  of  operations,  staffing,  collective  bargaining  and  enrolments.  For 
colleges  and  technical  institutes  the  Minister  had  legislative  authority  to  approve  or  reject  a 
specific  budget  plan  for  the  year  and  reviews  were  undertaken  for  significant  program  changes, 
consistent  with  Guidelines  for  System  Development. 

Beginning  with  1994-95,  AECD  has  introduced  a  comprehensive  annual  process  for  requesting 
and  reviewing  three-year  business  plans.  The  process  is  integrated  more  closely  with  the 
department's  own  business  plan  development  cycle,  which  is  a  part  of  the  overall  government 
process.  Department  plans  are  currently  driven  by  the  goals  and  objectives  outlined  in 
New  Directions  which,  along  with  the  business  plan  is  the  focal  point  for  strategic  communication 
with  institutions.  This  is  being  developed  as  a  two-way  communication  process  through  which 
institutions  provide  input  to  the  department's  plan  and  similarly,  key  elements  of  the  AECD  plan 
are  reflected  in  institutional  plans.  Consistent  with  this  is  the  department's  intention  to  produce  a 
system-wide  summary  of  institutional  business  plans  for  distribution  to  institutions  beginning  in 
1995. 

The  three-year  budget  period  allows  institutions'  flexibility  in  responding  to  the  challenges  that  are 
now  being  faced.  It  has  resulted  in  actions  being  taken  that  might  not  have  otherwise  resulted 
fi-om  annual  budget  planning  and  grant  announcements.  The  continuation  of  a  "rolling"  three-year 
business  planning  approach  will  be  a  key  feature  of  Alberta's  post-secondary  fianding  mechanism. 

Access  Fund 

The  Access  Fund  was  established  as  one  of  the  strategies  in  the  1994-97  AECD  business  plan 
with  the  specific  purposes  of  encouraging  and  enabling  institutions  to  increase  student  access  in 
post-secondary  programs  by  10,000  places  by  1996-97.  The  fiind  provides  resources  on  a 
conditional  basis  to  be  used  in  conjunction  with  existing  resources  to  provide  programming  that  is 
cost  effective,  responsive  to  learner  and  stakeholder  needs,  delivered  by  innovative  and/or  non- 
traditional  means  and  oriented  to  the  economy  and  labour  market  requirements. 

Competitive  proposals  have  been  invited  fi^om  individual  institutions,  and/or  groups  of  institutions 
working  collaboratively,  in  three  categories:  basic  education  and  skills  training,  career  and 
technical  programs,  and  degree  programs.  An  Access  Fund  Advisory  Committee  makes 
recommendations  to  the  Minister  regarding  the  fiinding  of  proposals.  Overall,  $1.6  million  was 
budgeted  in  1994-95,  $18.5  million  for  1995-96  and  $47  million  for  1996-97.  By  1996-97,  $47 
million  will  have  been  allocated  representing  an  envelope  of  nearly  six  percent  of  the  total 
government  fiinding  to  institutions. 
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Enrolment  "Corridors" 

In  1994-95,  AECD  introduced  an  enrolment  corridor  policy.  The  purpose  of  the  policy  is  to 
ensure  that,  to  the  greatest  extent  possible,  levels  of  accessibility  and  the  numbers  of  student 
places  at  each  institution  are  maintained.  Recognizing  that  some  enrolment  declines  may  be 
inevitable,  if  only  in  the  short  run,  the  policy  establishes  a  "corridor"  within  which  an  institution's 
enrolment  may  drop  v^thout  penalty  to  operating  grants.  The  policy  calls  for  the  removal  from 
grants  of  $2,500  per  FTE  for  enrolment  declines  which  are  beyond  established  corridors  based  on 
1993-94  enrolment  levels.  The  corridor  for  the  six  major  institutions  in  Edmonton  and  Calgary  is 
2%.  For  all  others,  it  is  5%.  If  an  institution  experiences  a  drop  in  enrolment  below  the  bottom 
of  the  corridor,  it  can  expect  a  holdback  in  operating  funds  for  the  next  fiscal  year  equal  to  $2,500 
times  the  number  of  PTEs  below  the  corridor.  If  the  institution  regains  enrolment  during  the  next 
year,  the  withheld  funds  are  restored  at  the  $2,500  per  FTE  rate,  and  in  whole  if  the  floor  of  the 
corridor  is  reached.  Any  portion  of  a  withheld  amount  not  so  recovered  is  permanently  removed 
from  an  institution's  grant. 

Towards  a  New  Funding  Mectianism 

As  summarized  above.  Alberta  has  developed  a  funding  mechanism  that  has  evolved  over  time  to 
accommodate  changing  needs  and  has  used,  at  one  time  or  another,  most  of  the  funding  methods 
and  techniques  that  can  be  found  currently  or  historically  in  other  jurisdictions.  Formula  methods 
have  been  used  for  allocation  of  grants  among  institutions  with  both  the  universities'  "enrolment 
unit"  formula  of  the  late  1960s  and  the  more  recent  enrolment  growth  funding  allocations  being 
examples.  The  current  Enrolment  Corridors  feature  of  the  operations  grant  mechanism  is  a  good 
example  of  a  "buffering"  technique.  Program  development  funding  used  conditional  or  "contract" 
funding  methods  and  these  approaches  remain  in  use,  for  example,  in  the  current  Access  Fund 
where  funds  are  being  allocated  on  the  basis  of  a  competitive  review  process.  Marginal  funding 
was  provided  over  the  decade  that  the  Enrolment  Growth  Fund  was  operative.  Alberta  has  used 
categorical  funding  methods  for  providing  special  purpose  funding  (restricted  to  the  purposes 
approved),  but  for  the  majority  of  its  funding  of  post-secondary  institutions  over  the  past  30 
years,  has  applied  the  "block  grant"  principle  to  the  methods  in  use. 

With  this  relatively  extensive  and  varied  experience  with  various  funding  methods  and  techniques, 
the  current  challenge  for  Alberta  would  not  appear  necessarily  to  be  the  invention  and 
development  of  new  methodologies.  The  challenge  is  more  likely  to  involve  the  selection  of  a 
combination  of  methods,  techniques  and  features  best  suited  to  the  current  goals  and  strategies  for 
the  Alberta  post-secondary  system,  which  respects  the  general  principles  that  would  apply  to 
funding  mechanisms  in  any  jurisdiction,  and  meets  the  current  specific  objectives  and  constraints 
of  the  Alberta  context. 


11 


FUNDING  PRINCIPLES,  OBJECTIVES  and  CONSTRAINTS 


The  four  goals  for  Alberta's  Adult  Learning  System,  as  confirmed  in  New  Directions,  are: 

•  Accessibility  —  The  system  will  increase  access  for  motivated  Albertans  to  a  diverse  range  of 
quality  learning  opportunities. 

•  Responsiveness  ~  The  system  will  increase  it  responsiveness  to  the  needs  of  the  individual 
learner  and  to  the  social,  economic  and  cultural  needs  of  the  province. 

•  AfTordability  —  The  system  will  provide  quality  learning  opportunities  to  the  greatest  number 
of  Albertans  at  the  lowest  possible  cost. 

•  Accountability  —  The  system  will  increase  its  accountability  to  Albertans  for  the  results  of 
publicly  funded  learning  opportunities. 

The  principles  and  objectives  implicit  in  each  goal  are  elaborated  in  the  New  Directions  for  Adult 
Learning  in  Alberta  and  will  not  be  repeated  here.  In  addition  to  these  goals,  there  are  a  number 
of  what  might  be  considered  "generic"  principles  and/or  objectives  that  should  be  considered 
when  reviewing  fiinding  mechanisms,  methods  and  processes  and  when  designing  or  selecting 
alternatives.  A  draft  set,  which  included  the  goals  above,  was  part  of  the  "Funding  Methods 
Options"  draft  distributed  by  the  Deputy  Minister  in  February  1995  for  institutional  feedback.  A 
copy  of  this  draft  is  included  in  Appendix  2.  A  synopsis  and  tabular  summary  of  responses  is 
provided  in  Appendix  3. 

The  following  would  appear  to  have  general  stakeholder  support  and  are  proposed,  in  addition  to 
the  principles  and  objectives  inherent  in  the  New  Directions  goals: 

1 .  Quality  —  supporting  effective  outcomes  and  resuhs  that  meet  the  needs  of  learners  and  other 
stakeholders  and  beneficiaries;  encouraging  qualitative  as  well  as  quantitative  considerations  in 
planning  and  measurement  of  outcomes;  encouraging  excellence. 

2.  Productivity  —  supporting  and  providing  incentives  for  the  achievement  of  policy  objectives, 
desired  outcomes  and  performance  improvement. 

3.  Stability  ~  dampening  or  buffering  relatively  short  term  fluctuations  in  fianding  and  minimizing 
unintended  consequences. 

4.  Predictability  ~  assisting  and  encouraging  planning  efforts  consistent  with  New  Directions 
goals  and  AECD  business  plan  constraints  and  horizons;  providing  appropriate  lead  time  for 
intended  changes. 

5.  Equity  ~  resulting  in  fairness  of  funding  allocations  among  institutions  recognizing: 

•  intended  differences  in  missions,  mandates  and  programming 

•  institutional  size  and  location 

•  changing  levels  of  activity  and  service 
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6.  Practicality  ~  enabling  easy  explanation  and  understanding  by  stakeholders  and  the  public; 
transparent;  permitting  application  without  inordinate  cost  or  burden  for  institutions  or 
AECD. 

7.  Consistency  ~  using  variables  that  can  be  fairly,  consistently  and  comparably  measured  across 
subject  institutions. 

8.  Adaptability  —  sensitive  to  changes  in  overall  funding  and  capable  of  being  used  as  effectively 
in  periods  of  funding  stability,  growth  or  decline;  including  processes  or  provisions  for 
periodic  review  to  ensure  current  applicability. 

An  important  practical  "constraint"  needs  to  be  acknowledged  at  the  outset  and  might  be  viewed 
as  overriding  principle:  The  funding  mechanism  that  results  from  this  review  cannot  be  "open- 
ended".  Its  component  methods  are  not  intended  to  be  used  to  determine  future  dollar 
requirements  or  costs,  or  to  develop  budgets  or  requests  for  flinds.  The  mechanism  is  intended  to 
be  used  (as  are  current  methods  and  processes)  to  determine  the  allocation  and  distribution  of 
operations  funding  among  institutions. 

ACCOUNTABILITY  and  PERFORMANCE  MEASURES 

The  province's  business  planning  model  includes  improved  accountability  and  emphasis  on 
reporting  and  openness,  similar  to  initiatives  being  taken  elsewhere  by  provincial,  state  and/or 
national  governments.  Publicly  supported  institutions  must  serve  the  public  interest.  It  is  the 
responsibility  of  governments  to  ensure  that  educational  policies  are  adjusted  to  meet  changing 
needs,  and  further,  that  recipients  of  public  fiinds  are  accountable.  This  means  more  visibility  and 
information  to  the  public,  and  evidence  that  the  post-secondary  system  is  prepared  to  examine  the 
way  it  is  organized  and  operates,  that  it  has  the  capacity  to  innovate  and  respond  to  those  served, 
and  that  it  delivers  high  quality  services  in  an  efficient  and  effective  manner.  Communicating 
goals  and  mandates,  expected  results  and  making  these  expectations  public  ensures  that 
legislators  and  the  public  are  in  a  position  to  comment  knowledgeably  about  and  assess 
performance.  Effective  accountability  means  that  those  managing  public  resources  depend  on 
sound  information  not  speculation.  It  is  imperative  that  accountability  information  be 
understandable,  relevant,  reliable  and  comparable.  Greater  openness  will  encourage  better 
understanding  and,  in  turn,  greater  support. 

Public  concern  about  post-secondary  education  has  long  been  part  of  the  development  of  Alberta's 
institutions.  Behind  the  impetus  in  recent  calls  for  accountability  are  the  connections  seen  and 
desired  between  a  competitive  economy  and  education  systems,  as  well  as  perceptions  of 
declining  economic  competitiveness  in  western  economies.  This  is  not  unique  to  Alberta  or 
Canada;  similar  concerns  abound  in  Europe,  Australia,  New  Zealand  and  the  United  States  as  do 
calls  for  greater  accountability  in  the  public  sector  generally  and  for  post-secondary  systems. 
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Accountability  is  necessary  when  responsibility  is  assigned  and  authority  is  delegated.  Thus, 
accountability  must  be  addressed  in  the  larger  "governance"  context.  Critical  elements  in  this 
context  are  the  relationships  between  government/ministries  and  institutional  boards,  and  between 
and  among  boards,  their  presidents  and  senior  officers,  other  governance  bodies  (academic 
councils,  faculty  councils,  senates,  etc.)  and  other  stakeholder  groups  (students,  faculty,  staff, 
alumni,  etc.).  Effective  accountability  presupposes  consensus  on  the  functions,  priorities, 
activities  and  resources  for  which  institutions  may  be  called  to  account.  Ministers  are  responsible 
for  articulating  expectations  to  boards,  and  board  members  exercise  accountability  by  reviewing, 
approving  and  monitoring  the  implementation  of  business  plans  and  budgets,  establishing  goals  for 
their  organizations,  and  selecting  performance  measures  and  indicators  for  reporting  results.  In 
this  way,  accountability  can  remove  the  need  for  bureaucratic  controls  and  promote  proper 
balance  between  coordination  and  autonomy. 

In  technical  terms,  accountability  is  reporting  that  links  inputs,  processes  and  outputs  to  goals, 
objectives  and  outcomes.  It  provides  a  basis  for  assessment  of  achievement  and  feedback  for 
improvement.  The  central  challenge  is  to  show  that  inputs  and  resource-consuming  processes  are 
linked  to  results  (output  and  outcomes)  and  that  goals  and  objectives  are  actually  being  achieved. 
By  and  large,  most  management  information  reporting  at  the  system  level  has  focused  on  input 
and  process  measures,  although  there  are  some  examples  of  output  and  outcome  measures.  The 
development  and  use  of  goal  oriented  performance  indicators  is  relatively  new  in  most 
jurisdictions  so  there  are  few  examples  of  long-standing  funding  applications.  With  financial 
resources  increasingly  restricted  in  most  jurisdictions,  however,  it  follows  that  performance 
information  relating  to  the  effectiveness  of  use  of  resources  is  of  increasing  interest  and  will  be 
used  more  directly  in  funding  methods  and  decision-making  about  the  allocation  of  resources. 

From  another  perspective,  accountability  is  quality  assurance.  One  of  the  traditional  approaches 
to  quality  assurance  in  higher  education  in  the  United  States  has  been  accreditation,  for  which 
structures  and  processes  are  well  developed.  Canadian  tradition  has  involved  less  accreditation, 
although  there  is  a  good  deal  of  program  review  conducted  within  professional  areas  and  by 
institutions,  with  differing  degrees  of  regularity  and  formality.  In  Alberta,  a  variety  of  methods 
have  been  used  to  ensure  quality  and  effectiveness  in  program  development,  including  the 
introduction  of  the  System  Development  Guidelines  and  guidelines  used  for  allocating  Access 
Fund  resources. 

Accountability  in  Otlier  Jurisdictions 

In  1994,  the  Education  Commission  of  the  States  published  Charting  Higher  Education 
Accountability.  This  source  book  on  state  level  performance  indicators  profiles  ten  states  that 
have  been  leaders  in  the  development  of  accountability  fi-ameworks  and  establishing  performance 
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indicators:  Colorado,  Florida,  Illinois,  Kentucky,  the  State  University  of  New  York,  South 
Carolina,  Tennessee,  Texas,  Virginia,  Wisconsin. 

In  most  of  these  states,  performance  measures  are  published  in  an  annual  profile  or  "report  card" 
format.  The  number  of  indicators  used  by  any  state  ranges  between  15  and  25,  with  a  few 
indicators  common  to  a  number  of  states.  In  some  instances,  the  higher  education  agency  ties 
indicators  to  system  planning  methods.  In  others,  the  indicators  may  be  used  to  make  a  general 
budget  case  rather  than  determine  explicitly  any  specific  fiinding  allocation.  Only  Tennessee  has  a 
long  history  of  linking  performance  to  funding.  Four  other  states  have  proposed  or  indicated  such 
a  program  is  in  the  works.  In  Tennessee,  a  performance  fijnding  method  is  used  to  allocate 
between  5%  and  6%  of  total  system  fijnding.  In  Kentucky,  legislation  is  now  being  considered 
for  "addition-to-base"  fiinding  on  the  basis  of  performance  measures.  In  other  words, 
performance  measures  are  used,  in  addition  to  regular  accountability  reporting,  to  allocate 
marginal  fiinding  only. 

Colorado,  Florida,  Kentucky  and  South  Carolina  appear  to  be  influenced  by  Tennessee's 
approach.  In  most  instances,  the  connections  to  the  budget  are  indirect  and  when  more  direct, 
typically  at  the  margin.  Florida,  however,  is  introducing  a  Master  Plan  which,  in  addition  to  its 
regular  accountability  reporting,  will  employ  budgetary  incentives  or  penalties.  This  includes 
incentive  fiinding  aimed  at  achieving  objectives,  such  as  increases  in  minority  graduation  rates, 
graduates  in  specific  economic  or  program  clusters,  as  well  as  improved  completions  and 
placements  in  vocational,  adult  and  community  education.  Texas  has  considered  the  introduction 
of  a  performance-fiinding  method  and  it  would  likely  have  been  approved  and  implemented  had  it 
not  been  for  opposition  to  changes  made  late  in  the  legislative  approval  process. 

There  is  a  growing  body  of  literature  with  respect  to  higher  education  accountability  and 
performance  measurement  and  some  general  models  are  emerging.  A  usefiil  model  is  proposed  by 
Richard  C.  Richardson,  Jr.  in  Charting  Higher  Education  Accountability.  The  model  classifies 
performance  indicators  into  five  categories  of  quality  and  suggests  how  these  may  be  measured: 
(1)  transcendent  quality,  through  institutional  rank  or  reputation;  (2)  cost/benefit  quality, 
determined  by  comparing  institutional  inputs  and  outputs  with  system  and  institutional  goals;  (3) 
process-based  quality,  assessed  by  examining  output  and  outcome  indicators  with  respect  to 
explicit  standards;  (4)  product-based  quality  as  determined  by  the  measurable  attributes  of 
graduates;  and  (5)  user-based  quality,  measured  by  client  satisfaction.  These  definitions  suggest 
ways  of  measuring  quality  by  what  is  valued  by  various  stakeholders. 

In  the  same  volume,  Peter  Ewell  categorizes  performance  indicators  by  state  goals  or  domains: 
(1)  instructional  quality  (inputs,  processes,  outcomes);  (2)  general  efficiency  and  productivity;  (3) 
condition  of  the  asset;  (4)  diversity,  access,  and  equity;  (5)  articulation  and  K-12  linkages;  and  (6) 
relation  to  state  needs.  Ewell  concludes  that  regardless  of  which  indicators  are  chosen,  they  'must 
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be  seen  as  a  tool  to  shape  the  future,  not  a  collection  of  statistics  to  report  the  past.'  They  must 
meet  both  the  short-term  needs  for  accountability  and  long-term  needs  for  planning  and  priority 
setting. 

Alberta's  Key  Performance  Indicators 

Work  on  key  performance  measures  (KPIs)  is  underway  in  Alberta.  In  the  colleges  and  technical 
institutes  sector,  an  initiative  began  a  few  years  ago  with  recognition  that  better  information  about 
achievement  of  objectives  was  required  by  institutions  and  for  various  stakeholder  groups, 
exchange  among  institutions  and  government.  More  recently,  New  Directions  has  called  for 
system-wide  accountability  to  include  expected  results  and  a  core  set  of  qualitative  and 
quantitative  measures  to  assess  an  institution's  success  in  achieving  expected  results.  Working 
groups  have  been  established  by  the  Council  of  Presidents  of  Colleges  and  Technical  Institutes 
and  the  Universities  Coordinating  Council,  and  the  implementation  of  indicator  sets  for  a  pilot 
year  will  soon  be  underway.  Similar  groups  have  been  established  in  the  Vocational  College 
sector  and  by  the  Accredited  Private  Colleges.  Department  officials  have  been  working  with  all 
groups  and  coordinating  these  efforts. 

Colleges,  technical  institutes  and  universities  have  agreed  with  AECD  on  areas  in  which 
performance  should  be  measured,  have  identified  measures  and  indicators,  and  are  working  with 
the  department  to  refine  definitions,  methods  and  procedures  for  generating,  using  and  publishing 
performance  information.  Measures  which  have  been  agreed  upon  are  summarized  in  the 
following  table. 

These  indicators  are  the  most  immediately  significant  and  feasible  from  a  much  more  extensive 
set.  Implementation  is  proceeding  through  an  initial  pilot  year,  after  which  refinements  will  be 
made  to  the  indicators  and  their  underlying  information-reporting  infrastructure.  In  a  subsequent 
year  additional  measures  will  be  added  to  ensure  that  a  consistent  and  comprehensive  set  can  be 
used  by  all  institutions.  It  has  also  been  recognized  that  some  of  the  "pilot"  indicators  may  need 
to  be  adjusted  to  be  used  in  conjunction  with  funding  methods  and  that  some  indicators  not 
currently  in  the  more  comprehensive  set  made  need  to  be  developed  and  implemented  to  serve 
funding  purposes. 
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Alberta's  Key  Performance  Indicators  -  Pilot  Year 


Indicators  /  Measures 


Goals  in  New  Directions 


Accessibility 


Affordabilitv 


Responsive- 
ness 


Account 
-ability 


Number  of  students  served 
Program  completion  rate 
Satisfaction  of  graduates  - 

Personal  goals 

Employment  goals 

General  satisfaction 
Employment  success  of  graduates 
Success  of  transfer  students 
Cost  per  student  by  program 
Cost  per  graduate 
Workloads  of  teaching  staff 
%  distribution  of  revenues  by  source 
%  of  expenditures  on  instruction 
%  of  expenditures  on  administration 
External  research  funding 
Research  activity  volume 
Research  quality 

Public/community  service  activity 


Finally,  it  is  important  to  emphasize  that  accountability  is  the  process  by  which  autonomous 
institutions  report  on  their  stewardship  of  public  flinds  in  pursuit  of  institutional  objectives.  It  is 
not  the  budget  and  planning  process  the  institutions  and  the  department  engage  in  leading  to  the 
allocation  of  funds.  Accountability  is  a  critical  management  function  enabling  an  institution  to 
ensure  itself  and  its  publics  that  it  is  operating  efficiently  and  effectively  within  agreed  plans  and 
goals.  This  is  not  to  say  the  processes  are  unrelated.  As  we  discuss  below,  the  best  decision 
support  information  available  may  be  used  in  both  processes  and  indeed  should  be  specifically 
designed  and  generated  to  support  both  processes. 
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INFORMATION  REPORTING  AND  EXCHANGE 


In  the  context  of  relating  performance  to  funding,  data  should  be  regarded  as  basic  measurements 
which  can  be  aggregated,  combined  and  converted  to  produce  information  about  inputs, 
processes,  outputs  and  outcomes.  In  order  to  deal  with  the  associated  data  and  information  issues, 
it  is  necessary  to  distinguish  between  data  and  information.  Data  is  available  from  a  number  of 
sources  which,  by  their  individual  nature,  involve  different  levels  of  aggregation  and  structures  for 
classification.  Information  results  from  combinations  of  pieces  of  this  data,  and  their  classification 
and  aggregation.  Information  is  typically  generated  for  a  specific  use  or  purpose.  This  is 
particularly  true  for  performance  information,  which  combines  elements  of  data  on  inputs, 
processes,  outputs  and  outcomes,  to  yield  measurements  of  productivity  and  efficiency,  and 
assessments  of  achievement  and  effectiveness. 

Performance  information  is  also  characterized  by  its  usefulness  in  decision-making.  The 
importance  of  this  linkage  is  emphasized  by  those  who  work  in  the  field.  Ewell  and  Jones  (1994) 
observe  that  "information  about  performance  makes  little  sense  in  the  abstract ...  to  be  useful,  it 
must  be  embedded  directly  in  a  visible  management  or  decision-making  process."  In  this  decision- 
making context,  the  effectiveness  of  performance  indicators,  and  the  quality  of  the  resulting 
information  become  critically  important.  The  selection  of  appropriate  indicators  for  use  in  a 
funding  method  is  crucial.  A  way  of  dealing  with  this  is  to  apply  some  of  the  properties  of  good 
management  information  as  criteria  for  the  evaluation  and/or  selection  of  effective  performance 
indicators.  These  include: 

Validity  -  which  includes  not  only  considerations  of  relevance  and  technical  adequacy  but  also 
the  concept  of  "face  validity"  which  involves  perceptions  by  stakeholders  that  constructs  of 
any  given  measure  are  relevant  and  appropriate,  and  that  its  application  is  reasonable  and  fair. 

Reliability  -  which  has  to  do  with  being  worthy  of  confidence  or  trust,  is  related  to  consistency, 
and  includes  the  need  to  be  statistically  robust  under  what  will  often  be  conditions  of  missing 
or  biased  data. 

Practicability  -  which  requires  that  measures,  indicators  and  information  which  satisfy  the  other 
criteria  be  feasible  and  obtainable  in  a  timely  fashion  at  a  reasonable  cost. 

Consistency  -  which  results  from  the  faithful  application  of  common  definitions,  methods, 
procedures  and  classification  structures.  Well  constructed  definitions,  methods,  procedures 
and  classification  structures  should  enable  comparability. 
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Comparability  -  whether  or  not  comparison  is  a  specific  objective  or  requirement  for  funding,  it 
is  often  an  outcome  and  an  issue.  Comparability  results  fi"om  the  application  of  measures 
which  reveal  similarities  and  differences  with  sufficient  accuracy  or  precision,  given  the 
purpose  of  the  comparison. 

Utility  -  which  involves  usefulness  not  only  to  a  central  agency,  but  to  institutions  and  other 
stakeholders.  The  greater  the  degree  to  which  this  characteristic  is  manifest,  the  more  valid 
and  reliable  the  measures,  indicators  and  information  results. 

Institutions  will  be  the  sources  and  origins  of  performance  information  for  KPIs  and  in  funding 
methods.  Most  institutional  management  information  systems  are  designed  to  produce 
information  about  operating  functions,  on  the  basis  of  institutional  budget  and  organizational 
structures,  for  uses  in  planning,  management  and  operations.  Definitions,  formats  and 
classification  structures  are  not  uniform  across  institutions  or  sectors,  and  sometimes  even  differ 
among  institutional  units.  The  development  and  use  of  performance  information  at  an 
institutional,  as  well  as  a  sector  or  system  level,  will  require  implementation  of  common 
definitions,  formats  and  classification  structures,  both  to  produce  the  information  and  to  enable 
meaningful  internal  or  inter-institutional  comparisons. 

Anticipating  the  need  to  facilitate  implementation  of  key  performance  indicators,  new  funding 
methods,  and  general  management  information  reporting  and  use,  AECD  initiated  the  Information 
Reporting  and  Exchange  Project  (IREP)  with  the  following  objectives: 

1 .  To  determine  requirements  for  information  reporting  at  the  provincial  level  and  for 
information  exchange  between  and  among  institutions,  the  department  and  related 
organizations  and  agencies; 

2.  To  review  current  systems,  methods  and  procedures; 

3.  To  design  and  develop  common  definitions,  formats  and  procedures;  and 

4.  To  recommend  methods  and  structures  for  implementation  and  maintenance,  including 
supporting  technology. 

A  graphic  of  the  scope  and  context  of  IREP  is  provided  in  Appendix  4.  The  project  is  addressing 
the  issues  in  cooperation  with  the  institutions,  where  the  required  information  originates  and 
where  those  involved  understand  the  practical  ramifications.  Attention  has  thus  far  been 
concentrated  on  the  infrastructure  for  general  information  reporting  to  AECD,  and  on  information 
considerations  and  reporting  requirements  for  KPIs.  Once  the  information  requirements  of  agreed 
funding  methods  have  been  more  specifically  identified,  more  detailed  assessments  of 
implementation  and  ongoing  support  requirements  will  need  to  be  made. 
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At  this  stage,  limitations  on  the  availability  of  data  and  related  information  issues  are  not 
anticipated  to  be  major  hurdles.  In  fact,  if  the  performance  information  requirements  for  funding 
mechanisms  can  be  satisfied  within  the  current  range  of  reported  information  and/or  proposed 
KPIs,  most  of  the  initial  work  will  soon  be  completed.  Requirements  beyond  this  available  and/or 
contemplated  data/information  set  will  need  to  be  assessed  and  in  some  specific  cases,  it  may  not 
be  possible  to  implement  a  particular  method  due  to  data  or  information  issues.  These 
possibilities  notwithstanding,  data  and  information  issues  are  not  anticipated  to  be  long-term 
limiting  factors  in  the  development  and  implementation  of  performance  funding  methods. 

POLICY  FRAMEWORK  FOR  UNIVERSITY  RESEARCH 

Among  the  strategies  identified  in  the  New  Directions  for  Adult  Learning  in  Alberta  is  the 
commitment  to  establish  a  policy  framework  for  university  research  to  foster  excellence  in  the 
creation  and  sharing  of  new  knowledge.  A  number  of  the  factors  currently  affecting  university 
research  have  financial  implications.  They  include  pressures  on  research  infra-structure,  increased 
importance  of  research  outcomes  to  competitive  economies,  changes  in  federal  funding  levels  and 
arrangements,  heightened  demands  for  public  accountability,  and  limited  pubHc  sector  resources. 
Consequently,  the  outcomes  of  this  consultation  are  important  in  the  development  of  funding 
methods. 

A  discussion  paper  prepared  by  Dr.  Gilles  Cloutier,  Towards  a  Policy  Framework  for  University 
Research,  proposes  that  the  goal  for  an  Alberta  university  research  policy  should  be:  "To  foster 
and  preserve  research  that  is:  (1)  of  high  quality;  (2)  responsive;  and  (3)  accountable  ...  within 
available  resources. 

The  paper  raises  a  number  of  issues  that  have  ramifications  for  institutional  funding  methods: 

•  Can  universities  identify  and  evaluate  the  current  level  of  stress  on  their  own  institutions  as  a 
result  of  indirect  costs  of  research?  How  can  this  situation  be  alleviated  in  the  current  context 
of  limited  resources? 

•  How  do  the  universities  establish  funding  priorities  with  respect  to  the  need  for  equipment  and 
space?  How  might  the  private  sector  be  encouraged  to  make  a  larger  contribution? 

•  What  strategies  can  be  pursued  by  government  to  support  the  efforts  of  universities  to  recruit 
and  retain  top  faculty,  especially  in  key  strategy  areas  where  critical  mass  is  important?  Is 
there  room  for  an  Alberta  universities'  strategy  for  taking  full  advantage  of  federal  programs 
(e.g.,  granting  councils,  networks  of  centres  of  excellence)?  Could  there  be  a  common 
Alberta  universities  strategy  for  linkages  with  other  Canadian  universities? 
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•    How  should  Advanced  Education  and  Career  Development  assert  its  role  in  fostering 
university  research  that  is  high  quality,  responsive  and  accountable? 

At  this  stage,  these  questions  serve  to  underscore  the  complexity  of  the  issues  involved.  As 
consensus  and  insights  on  these  questions  begin  to  emerge,  implications  for  funding  methods  may 
be  suggested.  Also,  the  discussion  paper  raises  the  possibility  and  value  of  cooperative, 
collaborative,  and/or  complementary  research  activity  among  the  universities  as  a  system  or  a 
group.  Viewing  aspects  of  university  research  provincially,  as  well  as  institutionally,  adds  another 
dimension  to  the  objectives  and  potential  requirements  for  a  funding  mechanism. 

KEY  CONSIDERATIONS  FOR  PERFORMANCE-BASED  FUNDING 

In  this  paper,  we  have  scanned  the  literature  and  the  experience  of  others  for  ideas  and  insights 
and  have  recalled  Alberta's  own  tradition,  the  evolution  of  its  funding  mechanism  and  our  current 
circumstances.  This  section  deals  with  a  series  of  questions  about  funding  mechanisms  that 
include  performance-based  methods.  We  select  and  highlight  some  of  the  important  alternatives 
and  options  to  be  explored  at  this  stage  in  the  consultative  process 

We  begin  by  proposing  an  overall  fi-amework  for  the  Alberta  funding  mechanism.  This  is  intended 
to  simplify  discussion  of  ahematives  by  postponing  the  consideration  of  details  until  the  range  of 
alternatives  is  reduced  to  the  specific  formulations  we  wish  to  pursue  in  practical  detail.  We  then 
address  five  policy  priorities  coming  out  of  departmental  review  of  New  Directions  for  Adult 
Learning  in  Alberta  and  propose  funding  envelopes  which  could  be  developed  to  support  these. 
We  round  out  this  section  by  raising  further  questions  about  relating  funding  to  performance,  and 
then  offer  some  final  considerations  for  the  eventual  evaluation  of  alternatives. 

A  Framework  for  the  Alberta  Funding  Mechanism 

As  one  reviews  the  mechanisms  used,  over  the  last  half  century,  in  the  funding  of  post-secondary 
education  in  Alberta,  in  Canada,  and  around  the  world,  it  is  apparent  that  a  vast  array  of 
alternatives  have  been  employed.  Various  theoretical  bases  underpin  the  alternatives  and  the  ways 
post-secondary  educational  systems  have  used  these  means  to  meet  their  special  circumstances. 
Appendix  1,  "Overview  of  Funding  Concepts  and  Experience",  reports  on  our  survey  of 
experience.  The  general  lesson  we  draw  from  this  experience  is  that  means  that  are  flexible  and 
unambiguous,  in  addition  to  meeting  the  specific  requirements  of  a  jurisdiction  and  its  context, 
are  best. 

Discussions  about  funding  mechanisms  tend  to  focus  on  two  quite  different  aspects:  the  methods 
and  the  resulting  funding  amounts  or  payments.  We  refer  to  how  funding  allocated  on  one  hand, 
and  the  amounts  allocated  to  each  institution,  on  the  other.  The  former  is  a  focus  on  the  process 
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and  the  latter,  on  the  substance,  the  grants.  In  discussions  about  alternative  mechanisms,  is 
important  to  distinguish  and  avoid  confusion  between  the  process  and  the  actual  payments. 
Similarly,  the  notion  of  process  has  two  important  components;  the  methods  and  the  associated 
decision  context.  The  decision  context  includes  the  management  and  legislative  organizations  that 
use  the  methods,  and  the  decision  support  information  required  on  the  one  hand,  and  provided  on 
the  other.  In  the  ongoing  evaluation  of  proposed  funding  methods,  we  assume  no  fundamental 
changes  in  the  decision  context,  that  is,  in  the  relevant  organizational  and  governance  structures  in 
Alberta. 

We  propose  a  simple,  yet  compelling  format  for  the  Alberta  mechanism,  consisting  of  a  business 
plan  driven  approach  for  the  allocation  of  general  operations  grants  to  institutions,  combined  with 
performance-driven  methods  for  special  envelopes  of  funds.  The  business  plan  approach  should 
continue  to  involve  three-year  rolling  budget  targets  and  plans.  The  resulting  block  grants  should 
represent  most  of  the  departmental  allocation  to  an  institution.  Envelopes  would  be  associated 
with  particular  strategies,  initiatives,  areas  of  need  and/or  priority,  multi-year  where  appropriate, 
with  each  having  a  funding  method  or  methods  related  to  the  nature  of  its  purposes  and  the 
funding  provided  through  the  envelope.  Typically  each  envelope  would  be  5%  or  less  of  the 
department's  allocation. 

The  simplicity  of  this  framework  is  intended  to  facilitate  discussion  of  the  key  components  of  a 
funding  mechanism  rather  than  the  myriad  of  details  that  would  be  involved  if  we  were  to  attempt 
to  deal,  at  this  stage,  with  a  complete  mechanism.  We  make  reference  elsewhere  to  the 
importance  of  overcoming  difficulties  of  terminology  and  offer  the  Glossary,  which  is  as  important 
as  any  other  section  of  this  paper,  as  an  aid  to  communications.  We  hope  that  reference  to  this 
framework,  where  possible,  rather  than  to  the  more  explicit  details  of  a  complete  funding 
mechanism,  will  avoid  use  of  some  of  the  ambiguous  language  of  funding.  In  addition,  we  believe 
that  the  proposed  fi-amework  has  the  advantage  of  being  able  to  replicate  the  current  Alberta 
funding  mechanism  which  has  some  relatively  new  features  including  the  three-year  rolling 
business  plans,  enrolment  corridors,  and  the  Access  Fund. 

At  the  level  of  generality  of  the  fi-amework  that  we  have  described,  detailed  strengths  and 
weaknesses  may  not  be  apparent.  Nevertheless,  it  is  possible  to  use  the  principles  and  objectives 
set  out  earlier  to  make  a  general  assessment.  Equity,  quality  and  practicality  are  inherent  to 
normal  management,  planning  and  budgeting  procedures  and  each  would  appear  to  be  sustainable 
through  funding  methods  operating  within  this  framework.  Predictability  and  stability  are 
important  products  of  a  three-year  planning  period.  Productivity  is  an  element  of  performance 
and  a  natural  candidate  for  envelope  funding.  Thus,  even  at  this  overall  level  and  before  detailed 
methods  are  designed,  the  suitability  of  this  relatively  simple  framework  for  a  funding  mechanism 
is  evident. 
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Another  way  to  evaluate  the  proposed  framework  is  to  see  if  it  is  not  able  to  accommodate  any  of 
the  features  of  funding  mechanisms  used  throughout  the  various  jurisdictions  surveyed  and  over 
time.  In  doing  so,  we  will  examine  how  the  important  features  are  covered,  and  demonstrate  that 
the  flexibility  of  the  format  allows  the  incorporation  of  the  best  features  from  other  mechanisms. 
We  will  leave  for  debate  in  the  continuing  consultation  any  weaknesses  and  possible  remedies. 

In  considering  various  approaches  to  funding  we  use  the  four  methodological  categories  given  in 
Appendix  1,  "Overview  of  Funding  Concepts  and  Experience".  These  are:  incremental  methods, 
formula  methods,  categorical  funding,  and  contract  funding.  The  ability  of  a  mechanism  based  on 
the  framework  to  respond  to  incremental  change,  both  with  respect  to  the  business  plan  driven 
grant  and,  of  course,  envelope  funding,  is  ideal  for  applying  small  portions  of  a  total  grant  to  meet 
relatively  small  changes  in  policy,  needs,  or  special  circumstances.  Annual  grants  and  rolling 
three-year  budget  planning  periods  inherently  permit  the  smoothing  of  changes  required  in  the 
funding  of  a  complex  system.  A  tool  kit  of  methods  which  facilitate  incremental  funding  would 
appear  to  be  a  requirement  from  time  to  time  and  would  seem  to  fit  within  the  framework. 

Alberta  has  experience  with  various  formula-based  methods,  including  the  allocation  formula  for 
universities  (1966  through  1973),  capital  renewal  funding  during  the  1980s,  and  enrolment 
growth  funding  over  the  1981  to  1991  decade.  There  is  considerable  merit  in  the  use  of  formulas 
as  illustrated  by  their  persistence  and  variety  across  a  number  of  jurisdictions,  as  well  as  the  range 
of  management  circumstances  within  which  they  are  used.  Formulas  support  purposes  other  than 
allocation  to  institutions,  although  allocation  has  been  their  main  use  in  Canada.  Other  uses 
support  the  development  of  institutional  budget  requests  or  entitlements,  even  requirements  in 
specific  areas  such  as  libraries,  student  support,  and  facilities  operations. 

Formulas  seem  to  be  used  more  frequently  in  jurisdictions  where  there  are  intermediary  bodies, 
including  states  in  which  both  the  legislature  and  executive  branches  depend  on  the  information 
and  related  analysis  that  a  formula  involves,  to  support  flmding  decisions.  By  comparison,  the 
Alberta  decision  context  is  relatively  streamlined  and  the  need  for  a  formula  to  ensure  that 
appropriate  information  is  communicated  is  not  apparent.  It  is  also  worth  observing  that  many 
formula  methods  that  remain  in  use  today  for  allocation  are  "buffered"  to  make  fiinding  less 
sensitive  to  the  factors  which  nominally  drive  the  formula,  such  as  enrolment,  and  more 
responsive  to  the  complex  circumstances  which  are  taken  into  account  in  the  overall  decision 
context. 

There  does  not  seem  to  be  a  compelling  case  for  Alberta  to  change  back  to  a  formula-driven 
mechanism  for  the  allocation  of  the  general  operations  grant.  Much  of  the  information  provided 
by  formulas  in  other  jurisdictions  can  be  generated  by  collateral  accountability  procedures  which 
yield  performance  and  productivity  measures  and  indicators.  This  is  not  to  say  the  current 
funding  process  would  not  be  enhanced  by  additional  analytical  methods  to  support  the 
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development  and  assessment  of  institutional  and  departmental  plans  and  associated  funding 
decisions.  Further,  the  use  of  formulas,  including  cost-based  methods,  may  have  some  application 
not  only  in  preparation  of  the  three-year  business  plans  and  the  determination  of  the  associated 
block  grant,  but  also  in  various  envelopes.  Formula  methods  should  be  considered  when  new 
envelopes  are  proposed  or  implemented.  Thus,  again,  formulas  may  be  required  and  can  be 
contained  within  the  framework  proposed. 

Categorical  and  contract  funding  approaches  have  been  used  widely  in  such  areas  as  library 
development,  equipment  replacement,  program  development  and  start-up,  and  similar  special 
purposes.  Categorical  funding  is  readily  accommodated  by  special  envelopes  as  in  the  case  of  the 
Access  Fund.  Similarly,  contract  funding  can  be  accomplished  by  envelopes  and  by  devices  such 
as  the  enrolment  corridors.  Contract  funding  is  different  than  many  of  the  other  methods  which 
effectively  reward  or  fund  on  the  basis  of  past  performance.  Contract  funding  is  on  the  basis  of 
agreed  expectations  of  future  deliverables  or  outcomes.  It  is  a  technique  that  fits  well  in  the 
toolbox  of  those  seeking  to  fund  optimally  post-secondary  education.  This  future-oriented 
perspective  is,  of  course,  also  an  inherent  aspect  of  the  three-year  plans.  Thus,  both  categorical 
funding  approaches  and  contracts  do  not  seem  to  be  restricted  by  the  format. 

There  is  a  variety  of  performance-based  funding  methods  illustrated  by  the  practices  in  the 
selected  jurisdictions  in  Appendix  1 .  The  most  often  cited  example  is  the  Tennessee  method, 
which  provides  supplementary  funding  based  on  performance  outcomes  as  measured  by  ten 
variables  and  rewarded  on  a  point  system  up  to  5.45%  of  the  institution's  state  appropriation. 
The  Tennessee  experience  is  also  the  longest  running  example  of  performance-based  funding. 
Clearly,  the  Tennessee  model,  the  similar  but  not  implemented  plan  in  Texas,  Virginia's  equality 
focus  programs,  Colorado's  recently  introduced  performance  funding,  Ontario's  many  envelopes, 
and  British  Columbia's  Skills  Now!  initiative  all  fit  into  the  Alberta  framework.  The  specific 
departmental  objectives  and  funding  methods  within  each  performance-based  envelope  can  be  and 
ought  to  be  matched,  and  will  evolve  over  time  to  meet  changing  government  policy  and  post- 
secondary  educational  circumstances.  The  important  conclusion  is  that,  since  these  factors  will 
change,  the  flexibility  of  the  framework  we  suggest  allows  changing  elements  to  be  addressed, 
while  maintaining  the  stability  of  the  overall  regime  and  the  terminology  we  use  to  describe  the 
funding  mechanism,  its  evolution  and  the  funding. 

The  suggestion  that  one  or  more  performance-based  funding  envelopes  should  be  part  of  the 
framework  does  not  suggest  that  performance  and  productivity  considerations  would  not  be 
brought  to  bear  in  determining  the  general  operations  grant.  Its  determination  through  the  three- 
year  planning  method  predicates  future  funding  on  anticipated  inputs,  activities  and  outcomes. 
Envelopes  allow  institutional,  sector  and  system  activity  to  be  focused  on  particular  issues 
requiring  concerted  or  specialized  efforts  at  particular  times. 
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In  Alberta,  we  have  had  experience  with  a  variety  of  methods,  including  formula,  incremental, 
categorical  contract  and  combinations.  Currently,  we  are  in  the  second  year  of  using  a  mechanism 
which  we  are  describing  as  a  "business  plan  driven  operations  grant"  and  "performance  driven 
envelopes".  The  question  we  address  in  the  above  is  whether  we  ought  to  change  this  basic 
arrangement  so  that  we  will  be  better  able  to  direct  and  manage  resources  to  the  post-secondary 
educational  system  to  meet  the  department's  goals,  including  greater  emphasis  on  performance 
and  productivity.  Our  conclusion  is  that  the  flexibility  of  the  present  arrangements  allows  us  to 
adapt,  adjust  and  fine  tune  our  approaches  to  meet  the  dynamics  of  the  post-secondary  system 
while  ensuring  stability,  simplicity,  and  the  many  other  objectives  and  principles  in  New  Directions 
for  Adult  Learning  in  Alberta  and  other  desirable  features  reported  in  the  literature.  This  is  not  to 
say,  however,  that  within  the  "business-plan  driven  envelope",  techniques  for  informing  decisions 
should  necessarily  remain  unchanged.  Indeed,  there  are  a  number  of  methods  and  procedures  that 
we  expect  may  require  further  development  and  refinement  including  the  use  of  comparative 
program  cost  information  to  address  equity  and  other  issues.  Our  conclusion  with  respect  to 
formula  methods  as  offered  in  the  forgoing  is  based  on  the  analysis  presented.  This  in  itself  does 
not  exclude  the  potential  future  use  of  a  formula  method  within  the  "large  envelope",  or  use  of 
analytical  tools  to  deal  with  specific  issues. 

Envelope  Funding  Proposals 

New  Directions  for  Adult  Learning  in  Alberta  describes  22  strategies  in  support  of  four  goals; 
accessibility,  responsiveness,  affordability  and  accountability.  The  department  and  the  institutions 
have  prepared  three  year  rolling  plans  for  each  of  the  last  two  fiscal  years.  On  the  basis  of  that 
experience  and  emerging  departmental  priorities,  envelope  funding  is  proposed  to  support 
objectives  in  the  following  areas:  performance,  accessibility,  learning  and  technology,  capital 
investment,  and  research.  Envelopes  would  evolve  over  time  in  response  to  changing  priorities 
and  may  overlap  in  ways  which  allow  several  different  approaches  to  new,  broad  and  general 
challenges. 

The  next  sections  describe  possible  methods  to  allocate  funds  to  institutions  in  support  of  these 
departmental  objectives. 

Performance  Envelope 

The  purpose  of  this  envelope  is  to  reward  outcomes  and  productivity  achieved  by  an  institution  in 
a  previous  year.  Potential  models  exist  in  a  number  of  jurisdictions.  The  Tennessee  approach  is 
the  archetype,  having  evolved  over  a  period  of  more  than  10  years.  It  involves  the  assignment  of 
up  to  ten  points  on  each  of  ten  performance  measures,  with  the  resulting  "score"  used  to 
determine  the  magnitude  of  an  allocation,  supplementary  to  regular  funding,  within  a  range  of  2% 
to  5%  of  an  institution's  base.  A  recently  introduced  model  in  Colorado  focuses  the  awarding  of 
performance  funds  of  similar  magnitude,  on  top  of  base  allocations,  as  a  function  of  performance 
measurements  in  five  strategic  priority  areas  which  are  reviewed  and  determined  annually  by  a 
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state-level  committee.  Texas  developed,  but  has  not  implemented,  a  similar  model  and  there  are  a 
number  of  other  examples  provided  in  Appendix  1 . 

Some  of  the  Tennessee  measures  use  the  results  of  national  and  disciplinary  examinations,  and 
institutional  and  program  accreditation  processes  for  the  identification  and  measurement  of 
outcomes.  Suitable  Canadian  processes  to  measure  these  kinds  of  outcomes  and  bases  for 
benchmarking  do  not  currently  exist.  However,  the  Alberta  KPIs  now  being  developed  would 
appear  to  have  sufficient  scope  to  enable  a  selection  of  measures  to  support  a  performance 
funding  method. 

This  envelope  will  challenge  us  to  maintain  reasonable  measures  for  Alberta  outcomes  and 
benchmarks  upon  which  to  base  funding,  since  the  specifications  for  performance  and  the 
measures  used  to  quantify  it  will  change  over  time  and  perhaps  also  by  sector. 

Accessibility  Envelope 

This  envelope  is  proposed  as  an  extension  of  and/or  a  successor  to  the  Access  Fund  which  is  a 
significant  and  important  component  of  Alberta's  current  funding  mechanism.  An  essential  aspect 
of  this  funding  envelope,  as  currently  implemented,  is  the  process  through  which  competitive 
proposals  are  assessed  and  recommendations  for  appropriate  funding  are  made.  The  present 
Access  Fund  Review  Committee  is  an  example  of  the  "decision  context"  which  is  a  component  of 
process  in  the  framework.  The  operation  of  this  committee  illustrates  how  the  decision  context 
can  be  adjusted  to  help  introduce  various  perspectives  and  support  particular  funding  methods 
within  the  overall  funding  mechanism. 

This  envelope  differs  from  the  performance  envelope  in  that  it  purveys  funding  for  anticipated, 
that  is  future,  performance  on  the  basis  of  a  contract,  i.e.,  an  agreement  with  associated  terms  and 
conditions.  The  proposals  and  approved  agreements  with  an  institution  or  group  of  institutions, 
which  are  the  basis  for  this  contract  funding  method,  inherently  provide  the  measurable  terms, 
e.g.,  increased  student  access  and  productivity/efficiency,  that  will  be  achieved.  Introducing 
something  similar  to  the  current  corridor  policy  feature  to  the  methods  used  in  the  envelope  will 
provide  a  flexible  means  to  adjust  funding,  with  suitable  buffering,  if  target  enrolment  does  not 
meet  the  terms  and  conditions  of  the  contract.  This  corridor  policy  feature  will  need  to  be 
correlated  with  overall  institutional  enrolment. 

Accessibility  implies  more  than  enrolment  in  credit  programs  when  viewed  from  the  perspective  of 
all  adult  learners,  all  aspects  of  institutional  programs  and  plans,  and  all  departmental  goals  and 
objectives. 

Therefore,  today's  Access  Fund  may  be  considered  as  a  resource  to  make  more  of  the  benefits  of 
the  existing  post-secondary  educational  system  optimally  and  pragmatically  useful  to  more  Alberta 
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stakeholders  -  indeed,  more  stakeholders  worldwide.  For  example,  there  may  be  further  benefit  to 
be  gained  by  enhancing  access  to  the  post-secondary  education  system  through  funding  projects  in 
such  areas  as  the  following: 

(1)  The  application  of  research  results  to  the  economy  through  local  industry. 

(2)  The  delivery  of  information  and  information  services  from  the  outstanding  libraries  in  the 
post-secondary  system  to  new  as  well  as  traditional  users  by  means  that  capitalize  on 
Alberta's  investment  in  the  information  superhighway. 

(3)  The  distribution  of  learning  materials  including  courses  and  course  modules  by  means 
other  that  conventional  class  and  class  laboratory  sessions. 

(4)  The  availability  of  specific  courses  and  sessions  to  update  professionals  in  their  own  work 
environment  -  in  hospitals,  law  firms,  remote  construction  sites,  schools,  offices, 
community  centres,  libraries,  farms  and  homes. 

Accessibility  to  learning  will  increasingly  be  through  cyberspace.  Therefore,  an  envelope  on 
learning  and  technology  is  described  later  in  this  section  to  facilitate  the  evolution  of  the 
information  technology  and  the  skilled  staff  infrastructure  needed  to  assist  the  post-secondary 
system  with  these  new  opportunities. 

Capital  Investment  Envelope 

Capital  funding  is  a  particular  challenge  in  times  of  constraint.  The  purpose  of  this  envelope  is  to 
provide  flexibility  to  institutions  in  the  use  of  all  their  resources,  including  operating  grants, 
endowments,  and  other  sources.  The  capital  investment  envelope  could  be  used  to  match  other 
income,  including  that  from  the  private  sector,  in  support  of  capital  investment  in  new  equipment 
and  facilities.  This  envelope  might  have  some  of  the  matching  grant  features  of  the  1980-1993 
Endowment  Fund  to  assist  institutions  to  accumulate  reserves  necessary  for  long-term  capital 
replacement  and  upgrading. 

Examples  of  such  envelopes  include  the  "Library  Enhancement  and  Student  Equipment  Fund" 
envelope,  which  was  added  to  the  funding  mechanism  for  Ontario  universities  in  1986-87  to 
enable  the  acquisition  of  modem  equipment  and  library  materials.  An  additional  amount  was 
allocated  through  this  envelope  in  1990-91  and  allocations  have  now  been  rolled  into  the  basic 
grants  envelope.  Ontario  provides  special  purpose  grants  to  its  colleges  as  well,  distributed  on  a 
formula  basis  through  a  special  purpose  "Instructional  Equipment"  envelope.  To  meet  similar 
purposes  "Capital  Reserve  Pool  for  Information  Technology"  has  been  suggested  in  Ontario's 
university  funding  review,  to  provide  working  capital  for  the  regular  upgrading  of  information 
technology.  Methods  in  this  envelope  might  include  combinations  of  grants  and  advances  to  be 
repaid  from  cost  savings  and/or  other  annual  revenues.  This  approach  may  have  some  application 
within  a  Learning  and  Technology  envelope  as  well. 
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Alberta's  experience  with  capital  renewal  funding,  debenture  financing  of  ancillary  service 
facilities  and  matching  grants  techniques  will  provide  a  useful  background  of  experience  to  the 
development  of  the  funding  method  of  this  envelope. 

Learning  and  Technology  Envelope 

The  purpose  of  this  envelope  is  to  encourage  and  fiind  innovation  consistent  with  the  goals  in  New 
Directions.  Its  main  emphasis  would  be  on  the  use  of  the  new  media  and  delivery  methods  to 
support  learning  and  to  implement  strategies  for  increased  accessibility,  responsiveness, 
affordability  and  accountability.  The  most  obvious  activities  include  the  use  of  technology  for 
making  learning  more  accessible  and  cost  effective  in  the  classroom,  in  the  class-laboratory,  in 
libraries  and  other  learning  resources  centres  and  through  distance  education.  This  envelope 
might  also  be  considered  to  support  new  technologies  in  research,  public  and  community  service, 
and  cost-effective  innovations  in  administration. 

This  envelope  would  fund  primarily  innovations  to  the  learning  infrastructure  of  the  Alberta  aduh 
learning  system.  This  includes  the  computing  and  very  high  speed  networking  technology  needed 
on  campus  and  throughout  Alberta,  as  well  as  the  staff  skills  and  new  media  systems  support 
needed  to  develop  teaching  and  learning  materials.  It  includes,  as  well,  adequate  access  to  the 
learning  materials  and  information  that  will  become  increasingly  available  on  the  Internet  for  all 
learners.  The  rapid  change  of  these  information  technologies  and  the  skill  sets  needed  for  their 
effective  application  to  post-secondary  education  suggest  that  the  funding  methods  in  this 
envelope  should  have  at  least  two  characteristics.  They  should  respond  to  proposals  which  have 
been  generated  from  the  "bottom  up,"  and  they  should  be  exacting  in  ongoing  evaluation  but 
patient  in  anticipation  of  major  results. 

The  notion  of  "bottom  up"  is  to  encourage  institutions,  or  groups  of  institutions,  to  propose 
projects  across  disciplines  and  course  levels  that  are  championed  by  individuals  committed  to  the 
use  of  the  technology.  Thus,  while  proposals  may  be  integrated  plans  in  an  institution  or  in 
cooperation  with  several  institutions,  even  across  sectors,  the  project  elements  should  be  specific, 
achievable  in  short  time  frames,  and  accompanied  by  clear  evaluation  methodologies.  The  notion 
of  patience  in  evaluation  of  outcomes  resulting  from  this  envelope  follows  from  the  nature  of 
innovation.  Not  all  the  new  ideas  will  work  or  will  work  the  first  time  or  in  the  ways  anticipated. 
The  envelope  should  allow  multi-year  funding  based  on  interim  results  and  should  itself  be  a 
continuing  element  of  the  funding  mechanism. 

Since  the  innovative  use  of  learning  and  instructional  technologies  is  progressing  in  some 
institutions,  this  envelope  may  also  be  used  to  match  or  supplement  institutional,  or  private  sector 
funding.  Upgrades  to  institutional  and  inter-institutional  networks  may  be  examples  of  activities 
fiinded  by  this  envelope  in  cooperation  with  other  sources. 
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Research  Envelope 

This  envelope  is,  in  part,  in  anticipation  of  the  outcomes  of  the  parallel  consultancy  on  university 
research. 

Examples  of  funding  methods  used  in  envelopes  to  recognize  research  effort  exist.  Ontario  has  a 
"Research  Overheads/Infrastructure  Envelope"  of  1.5%  of  the  total  university  operating  grants 
applied  to  offset  the  indirect  costs  of  sponsored  university  research.  This  is  not  intended  to  be 
applied  to  the  overhead  of  contract  research.  On  the  basis  of  experience  since  1987/88,  the 
Ontario  grants  are  distributed  in  proportion  to  an  institution's  share  of  a  three-year  moving 
average,  slipped  two  years,  of  peer-adjudicated  research  grants  awarded  by  Medical  Research 
Council  (MRC),  Natural  Science  and  Engineering  Research  Council  (NSERC),  and  Social 
Science  and  Humanities  Research  Council  (SSHRC).  Although  this  direction  might  be  pursued,  it 
seems  reasonable  also,  to  expand  eligible  sources  beyond  the  three  national  councils  in  order  to 
encourage  investigators  to  seek  new  funding  outside  the  declining  budgets  of  the  councils. 

A  central  issue  in  this  approach  and  in  research  flinding  generally  is  the  matter  of  the  indirect  costs 
of  sponsored  research.  Direct  costs  are  supported  by  the  national  and  other  research  councils  and 
foundations  that  grants  to  individual  principal  investigators.  In  the  United  States,  such  grants 
normally  allow  for  indirect  costs,  including  the  portion  of  salaries  attributable  to  sponsored 
research  activities,  space  and  other  overheads.  In  Canada,  such  indirect  costs  must  be  covered  by 
the  provincial  block  grant. 

A  question  for  ongoing  discussion  is  whether  the  amount  in  the  research  envelope  should  be  an 
important,  but  essentially  symbolic  amount,  or  a  more  substantive  contribution  that  rewards  and 
encourages  research. 

Relating  Funding  to  Performance 

There  are  still  many  questions  to  be  addressed  in  identifying,  defining  and  evaluating  these 
envelopes  for  practical  evaluation,  and  it  will  be  necessary  to  narrow  the  range  of  possible  detailed 
methods  down  by  answering  a  number  of  them.  These  questions  are  not  matters  of  mere  detail, 
but  involve  policy  decisions  that  determine  the  character,  impact  and  practicality  of  an  option. 
We  need  to  know,  for  example,  how  the  option  relates  performance  to  funding,  how  an  option 
will  work,  and  what  are  its  strengths  and  weaknesses,  especially  in  relation  to  other  options.  The 
decision  probed  by  the  following  questions  is  how  best  to  relate  performance  to  funding. 

•    How  can  the  issue  of  sufficiency  of  the  general  operations  grant  and  the  question  of 

reallocations  from  year  to  year  be  dealt  with?  Performance  funding  envelopes  are  not  likely, 
in  themselves,  to  be  a  solution  to  problems  associated  with  insufficiency  of  "business  plan 
driven"  operating  grants  and/or  associated  perceptions  of  inequity.  What  kinds  of  methods 
may  be  required  within  the  "business  plan  driven  grant"  envelope  to  address  sufficiency  and 
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equity  of  the  general  operations  grant  allocation  base?  And/or  what  kinds  of  relationships 
might  be  needed  between  this  envelope  and  its  allocations  and  other  envelopes? 

How  much  of  an  institution  '5  allocation  depends  on  performance  as  defined  by  the  envelope? 
Clearly,  the  character  of  the  mechanism  changes  as  the  percentage  of  institutional  allocation 
and  revenue  that  is  determined  this  way  is  varied.  Experience  elsewhere  and  the  initial 
response  of  Alberta  stakeholders  suggest  that  any  one  performance-based  envelope  would 
allocate  less  than  5%  of  the  total  institutional  grant.  Answers  may  also  depend  on  the  degree 
to  which  the  performance  funding  is  new  money  versus  reallocated  funding. 

Who  decides  on  how  much  is  allocated  by  performance  as  defined  in  an  candidate  envelope? 
This  question  suggests  a  range  of  options  that  may  respond  well  to  the  needs  of  a  complex 
post-secondary  education  system.  It  might  be  determined  that,  say,  2%  of  the  AECD 
allocation  to  institutions  should  be  made  on  the  basis  of  performance  through  a  particular 
envelope.  But  depending  on  the  specific  nature  of  the  desired  performance  and  the  status  of 
institutional  plans  in  the  targeted  area,  some  institutions  may  find  it  advantageous  in  a 
particular  year  to  have  3%  of  their  allocations  based  on  this  envelope  whereas  other 
institutions  may  argue  1%  is  reasonable,  given  their  circumstances 

Does  the  envelope  reward  performance  by  redistributing  funds  or  with  new  dollars?  What  is 
economically  possible  for  the  province  will  vary  from  time  to  time.  However,  the  use  of  new 
resources  as  incentives  for  innovation,  new  program  development,  increased  productivity  or 
additional  desired  outcomes  may  provide  different  incentives  than  a  redistribution  of  existing 
dollars.  With  the  new  three-year  planning  feature  in  the  funding  mechanism  in  Alberta,  the 
notion  of  planned  funding  is  better  defined  than  would  be  the  case  with  annual  allocations.  In 
a  triennium,  not  only  can  levels  of  funding  be  anticipated  but  institutional  planning  can  be 
based  on  multi-year  budgets.  The  longer  the  planning  horizon,  the  less  that  "new"  versus 
"redistributed"  funding  may  be  an  issue.  A  middle  ground  is  suggested  by  an  envelope  which 
is  only  generally  defined,  as  for  example,  for  "innovation."  This  provides  the  "recycling"  of 
performance-based  funding  over  time  among  more  specifically  defined  innovations.  Another 
variation  on  the  theme  is  to  allow  individual  institutions  and  other  stakeholders  to  challenge 
for  multi-year  funding  within  this  envelope. 

What  performance  is  funded?  This  is  a  fundamental  question  and  one  that  must  be  settled 
prior  to  building  the  funding  method.  We  have  to  be  careful  that  we  do  not  imply  that 
performance  need  be  entirely  quantitative,  measurable  in  quantitative  terms,  the  sum  or  any 
other  mathematical  function  of  such  terms.  Whether  qualitatively  or  quantitatively  defined, 
performance  determination  and  then  description  in  operational  terms  may  be  formidable.  The 
Access  Fund  is  a  good  illustration  of  this  complexity  in  operational  terms.  The  specific 
performance  criteria  applied  to  each  institution  and  private  provider  are  likely  to  be  different 
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although  all  contribute  to  the  provincial  performance  of  accessibility.  The  envelope  is  made 
operational  by  new  elements  to  the  decision  context  in  the  form  of  the  Access  Fund  Review 
Committee.  Another  issue  is  the  side  effects  of  funding  intended  to  achieve  certain 
performance.  In  any  complex  system,  new  inputs  may  induce  activities  and  outcomes  beyond 
those  sought  and  perhaps  even  desired.  This  suggests  a  related  question: 

What  performance  measures  are  used?  The  less  quantitative  definitions  of  performance  lead 
to  options  supportable  by  qualitative  measures  of  aspects  of  institutional  plans.  The  KPIs 
being  developed  in  Alberta  are,  necessarily  quantitative  measures.  This  should  remind  us  of 
the  practical  limitations  of  data  to  support  ideal  measures.  If  the  intent  is  to  define 
performance  as  a  fiinction  of  agreed  indicators  or  other  measures,  one  must  turn  to  an 
evaluation  of  the  envelope  against  the  principles,  and  then  be  satisfied  that  the  precise  data 
needed  is  available  for  all  institutions  or  for  all  institutions  in  a  sector.  The  practicality  and 
availability  of  comparable  and  longitudinal  data  are  related  matters. 

Who  chooses  performance  measures?  There  is  a  certain  practical  advantage  to  encouraging 
institutions  to  propose  measures  of  performance,  standards  and/or  benchmarks  within  the  KPI 
sets  now  being  implemented  with  additional  indicators  as  may  be  required.  Institutions  can 
best  judge  their  own  capability  to  support  these  measures  and  may  have  related  internal 
agendas,  perhaps  reported  in  three-year  plans,  which  would  be  enhanced  by  such  an  approach. 
AECD  has  the  challenge  of  ensuring  that  provincial  performance  is  adequately  achieved  by  the 
collective  activities  funded.  This  may  suggest  the  importance  of  cooperative  planning 
committees  associated  with  the  envelope.  Members  of  the  planning  committees  or  task  forces 
would  include  those  from  providers  wishing  to  participate  in  envelope  funding. 

Are  all  performance  results  measuredAveighted  equally?  If  one  assumes  a  notional  definition 
of  performance  consisting  of  several  elements,  it  seems  reasonable  to  vary  the  weighting  of 
measures  (indicators)  of  performance  by  sector  if  not  by  institution.  As  we  have  seen  above, 
it  may  be  useful  to  allow  some  weighting  to  be  done  locally.  An  obvious  example  of 
differential  weighting  might  be  in  performance  measures  of  enrolment  growth  where 
institutional  plans  may  suggest  differing  priorities  by  course  level,  by  program,  by  student 
category,  even  by  time  of  year,  if  an  institution  was  trying  to  increase  year-round  utilization  of 
its  physical  plant.  What  this  sort  of  flexibility  suggests  is  that  the  diversity  of  the  institutions 
should  be  seen  as  an  advantage  in  meeting  the  provincial  objective  of  increased  performance 
and  satisfaction  of  specific  performance  criteria  in  given  time  frames. 

Should  there  be  an  allocation  within  an  envelope  for  each  indicator  or  measure  used?  As  a 
technique  to  weigh  or  bias  performance  toward  desired  sub-goals  or  objectives,  one  could 
assign  budget  allocations  to  the  elements.  Larger  amounts  would  suggest  priorities  (or  prices) 
for  elements  of  performance.  Such  an  approach  might  be  consistent  with  the  arrangements 
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that  allow  institutions  to  choose  their  own  priority  for  each  element  and,  hence,  would  set  up 
different  levels  of  competition  for  the  various  sub-funds.  The  several  questions  which  suggest 
options  that  allow,  within  a  provincial  definition  of  performance,  flexibility  or  choice  of 
various  sorts  by  the  institutions  means  that  institutions  may  be  able  to  use  this  flexibility  to 
idiosyncratically  maximize  performance  along  the  dimensions  of  the  provincial  definition  and 
in  ways  that  enhance  other  elements  of  its  institutional  plan. 
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GLOSSARY  OF  TERMS 


Accountability  -  a  relationship  between  organizations  and  the  people  involved  with  them  which 
involves  the  obligation  and  opportunity  to  report  with  respect  to  the  execution  of  assigned 
responsibility  and  delegated  authority.  It  is  a  process  rather  than  a  product;  a  means  as 
opposed  to  an  end  in  achieving  greater  effectiveness.  In  recent  years,  accountability  has 
evolved  from  a  fiduciary  to  an  outcomes  orientation.  Basic  component  processes  required  for 
effective  accountability  include: 

•  setting  measurable  goals 

•  assigning  clear  responsibilities 

•  preparing  realistic  plans 

•  monitoring  implementation  progress 

•  reporting  on  resuhs 

•  evaluating  processes,  results  and  outcomes 

•  providing  feedback 

Dimensions  of  accountability: 

Systemic  -  dealing  with  fundamental  purposes  which  transcend  any  one  institution. 
Substantive  -  dealing  with  values  and  norms 
Programmatic  -  dealing  with  academic  and  related  programs 

Procedural  -  dealing  with  administrative  decision  making,  organizational  contexts  and 
systems  and  procedures  required  either  by  legislation  or  good  management  practices. 
Fiduciary  -  dealing  with  funding,  financing  and  resource  utilization 

Adult  Learning  System  -  formal  learning  opportunities  provided  to  adult  learners  by  public 
providers  of  learning  opportunities  and  private  providers,  where  the  objectives  of  programs 
are  established  in  advance  and  the  learners  success  is  evaluated. 

Learner  refers  to  students  in  post-secondary  institutions,  apprentices,  workers  in 
occupational  training  programs,  adults  in  basic  education  or  academic  upgrading 
programs,  newcomers  learning  English  as  a  second  language,  Albertans  pursuing  non- 
credit  continuing  education  and  people  taking  advantage  of  opportunities  to  learn  on  the 
job,  at  home  or  in  the  community. 

Public  providers  including  autonomous  board-governed  institutions  operating  under  acts 
of  the  Legislative  Assembly  of  Alberta  -  four  universities,  1 1  colleges,  two  technical 
institutes,  the  Banff  Centre  and  hospital-based  schools  of  nursing,  and  provincially 
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administered  institutions  -  four  vocational  colleges.  Four  community  consortia  offer 
programs  in  communities  beyond  commuting  distance  from  an  institution,  each  a 
partnership  of  public  institutions  working  together  to  meet  regional  needs. 

Private  providers  include  more  than  90  businesses  licensed  as  private  vocational  schools  to 
provide  learning  opportunities  as  a  service-for-profit,  four  accredited  private  colleges, 
employers  working  in  partnership  with  government  and  public  providers  to  offer 
apprenticeship  and  occupational  training  opportunities,  and  other  organizations  operating 
on  a  not-for-profit  basis. 

Advanced  Education  System  -  the  terms  advanced  education  system  and  post-secondary 
system  are  used  interchangeably  to  refer  to  the  Alberta  Adult  Learning  System.  The  terms 
advanced  education  institutions,  post-secondary  institutions  and  sometimes  institutions 
of  higher  education  are  used  interchangeably  to  refer  to  the  public  providers  in  the  system. 

AECD  -  Alberta  Advanced  Education  and  Career  Development  -  the  ministry  and  department 
of  government  responsible  for  the  Alberta  Adult  Learning  System. 

Allocation  -  (1)  the  act  of  distributing  a  quantity  of  funds  in  accordance  with  a  plan  for  their 
distribution;  (2)  one  of  the  amounts  so  allocated. 

Appropriation  -  (1)  the  act  of  setting  apart  and  authorizing  the  expenditure  of  a  designated 

amount  of  public  funds  for  a  specific  purpose,  typically  an  act  of  government;  (2)  the  funds  so 
appropriated. 

Benchmarking  -  an  on-going,  systematic  process  for  measuring  and  comparing  the  work 

processes  of  one  organization  or  part  of  an  organization  to  those  of  another.  The  purpose  of 
benchmarking  is  to  provide  management  with  an  external  point  of  reference  or  standard  for 
assessing  performance,  quality  and/or  cost  of  their  organization's  or  unit's  activities,  practices 
and  processes. 

Internal  benchmarking  is  used  to  identify  the  best  internal  performance  areas  for  similar  or 
common  processes,  to  measure  baseline  performance,  and  make  comparisons. 

Competitive  benchmarking  involves  similar  analysis  and  comparison,  but  with  a  select  few 
direct  competitors  or  "peers"  at  an  organizational  or  unit  level. 

Industry  benchmarking  involves  analysis  and  comparison  across  an  industry  or  a  much 
larger  group  of  similar  or  related  organizations  or  units  than  selected  competitors  or  peers. 
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The  setting  of  performance  improvement  goals  involves  the  identification  and  analysis  of 
industry  or  group  trends. 

"Best  in  class"  benchmarking  looks  across  industries  to  identify  particularly  successful, 
productive  and/or  innovative  practices  independent  of  source  or  context,  identifies  trends 
and  deals  with  adapting  and  implementing  "best  in  class"  practices. 

Block  Grant  -  a  grant  for  a  set  of  broad  purposes  or  categories,  which  may  be  allocated  or 

otherwise  determined  on  the  basis  of  specific  amounts  for  specific  purposes  or  categories,  but 
which  is  provided  without  restriction  to  an  institution  to  be  used  with  in  its  mandate. 

Buffer  -  a  feature  of  a  formula  funding  method  that  lessens  or  absorbs  the  impact  of  changes  in 
one  or  more  of  the  variables  involved;  a  buffer  may  operate  by  providing  a  range  within 
which  changes  in  a  variable  or  formula  component  have  no  impact  (see  corridor);  may  delay 
the  impact  for  one  or  more  years  (see  slip-years);  may  smooth  or  spread  the  impact  of 
changes  over  a  multi-year  period  (see  moving  or  rolling  average);  or  may  incorporate  a 
combination  of  these  techniques.  Buffers  are  typically  employed  where  stability  and/or 
predictability  of  funding  levels  are  important  to  funding  providers,  recipients,  or  both. 

Business  Plan  -  this  term  is  used  to  identify  the  method  and  the  product  of  the  process  used  in 
Alberta  at  the  government  and  department  (AECD)  level,  and  at  the  department  and 
institution  level,  to  set  out  approved  goals,  objectives,  strategies,  funding  levels  and  budget 
targets  for  a  three-year  time  period.  While  specific  grants  are  approved  annually  through  the 
government  and  legislature  review  and  approval  process,  three-year  funding  level  information 
is  provided  with  respect  to  recurrent  operations  grants.  An  important  characteristic  of  the 
three-year  business  planning  process  is  its  "rolling"  iterative  nature  -  each  year,  a  new  third 
year  is  added  to  the  planning  period. 

Capital  -  refers  to  funding,  funds  or  value  related  to  the  acquisition,  creation  and  worth  of 
assets  of  enduring  value  (fixed  assets)  including  land,  buildings  and  improvements,  site  and 
utilities  installations  and  improvements,  equipment  and  furnishings. 

Capital  project  funding  -  refers  to  grants  provided  for  major  capital  projects  including  new 
buildings,  major  renovations,  and  major  site  and  utilities  installations  or  improvements. 

Capital  renewal  funding  -  refers  to  funding  for  the  renewal  and  replacement  of  site  and 
utilities  assets,  building  renovations  and  aherations,  and  equipment  and  furnishings 
replacement.  The  specifics  of  distinction  between  capital  project  funds  and  capital  renewal 
funds  and  the  application  of  these  funds  to  related  assets  and  projects  will  depend  on  the 
fixed  asset  and  capitalization  definitions  and  policies  of  individual  institutions. 
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Categorical  Funding  -  a  method  of  special-purpose  or  incentive  funding  under  which  the 

funding  is  based  on  a  formula,  on  application  and  justification  for  specific  purposes,  and/or  on 
measures  of  performance  for  a  specific  range  or  set  of  flinctions  and  activities;  and  the  use  of 
funds  provided  is  restricted  to  those  purposes,  functions  and/or  activities. 

Challenge  Grants  Programs  -  (1)  funding  methods  designed  to  promote  quality  which  provides 
funding  aimed  at  encouraging  institutional  practices  that  improve  performance  in  areas 
important  to  the  provider  of  funds;  (2)  funds  provided  through  challenge  grant  programs, 
(a.k.a.  incentive  funding) 

Comparability  -  objects,  elements  or  processes  are  comparable  when  they  can  be  described  v^th 
reference  to  their  similarities  and  differences.  The  fundamental  principle  of  comparison  is  not, 
however,  sameness  or  difference,  but  rather  the  standard  of  measure.  Different  objects  or 
processes  which  may  for  any  given  purpose  be  said  to  be  non-comparable  can  be  compared  in 
terms  of  mass,  volume,  material  content,  cost,  etc.  Common  definitions,  formats, 
classification  structures,  methods  and  procedures  for  measurement,  etc.,  can  be  used  to 
develop  information  sources  and  systems  with  sufficient  compatibility  to  enable  valid 
comparisons  to  be  made. 

Competitive  Grants  Programs  -  funding  methods  designed  to  promote  quality  through  the 
awarding  of  one-time  seed  money  on  a  competitive  basis  to  encourage  successful  competitors 
to  develop  prototype  programs  that  can  later  be  adopted  and  supported  on  a  broader  scale. 

Corridor  -  a  feature  of  a  funding  method  in  which  a  range  or  band  is  established  above  and/or 
below  an  identified  level  with  respect  to  some  measure  (typically  enrolment-related),  within 
which  differences  between  actual  and  planned,  target  and  actual,  and/or  current  and  prior 
period  measurements  have  no  effect.  Like  other  buffering  techniques,  a  "corridor"  provides 
relative  stability  to  a  funding  method.  Corridors  may  be  one-sided  or  two-sided  and  breaches 
(measurements  outside  the  corridor  range)  may  trigger  increases  or  decreases  in  funding. 

Cost  -  the  resources  expended  or  consumed  in  order  to  acquire  some  good  or  service.  Cost  can 
be  incurred  in  two  dimensions:  one  is  the  monetary  cost,  the  other  is  opportunity  cost 
which  is  the  value  of  the  good  or  service  foregone  because  the  resources  were  used  as  they 
were.  In  cost  consideration,  it  is  often  important  to  ask  the  question,  cost  to  whom?  In 
some  analysis  it  may  be  useful  to  measure  costs  in  real  resources  such  as  FTE  faculty,  net 
square  metres  of  space,  numbers  of  classrooms,  library  volumes,  computing  and  networking 
facilities,  educational  technology  support,  etc. 

Distribution  -  (see  Allocation) 
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Envelope  -  a  term,  used  particularly  in  Ontario,  to  describe  any  of  a  number  of  funding  categories 
which  are  separately  identified  and  segregated  to  facilitate  appropriation,  allocation  and/or 
distribution  of  funds  in  accordance  with  policies,  methods  and  processes  specific  to  that 
envelope.  Funds  allocated  from  an  envelope  may  or  may  not  be  restricted  as  to  application  or 
expenditure,  and  thus,  may  or  may  not  be  regarded  as  part  of  a  block  grant.  Alberta's 
"enrolment  growth  funding"  may  be  thought  of  as  an  envelope  as  may  the  current  "Access 
Fund". 

Equity  -  a  condition  which  exists  with  respect  to  the  funding  of  a  number  of  institutions  when 
similar  institutions  in  similar  situations  are  treated  similarly  and  different  institutions  or 
institutions  in  different  situations  are  treated  in  a  manner  commensurate  with  their  differences. 
The  reality  of  dealing  with  principles  or  measurements  of  equity  is  that  no  two  institutions  are 
alike,  or  situations  the  same,  and  the  extent  and  significance  of  their  differences  are  subjects  of 
judgment. 

Funding  Formula  -  a  quantitative  statement  or  prescribed  quantitative  method  for  building 
and/or  justifying  a  request  for  funding  (referred  to  as  a  budget  formula),  or  for  allocating 
and/or  distributing  funds  to  a  number  of  institutions  (known  as  an  allocation  or  distribution 
formula).  Formula  funding  usually  refers  to  the  process  of  applying  such  methods,  and  to 
the  funds  so  provided. 

Funding  Mechanism  -  the  methods  and  processes  used  in  a  state,  province  or  similar  jurisdiction 
to  arrive  at  decisions  about  the  appropriation,  allocation,  and/or  use  of  funds  provided  or 
controlled  by  the  appropriate  government  or  coordinating  authority.  A  funding  mechanism 
may  consist  of  a  number  of  sector-specific  funding  schemes  in  jurisdictions  with  sectors  which 
are  coordinated  separately  or  where  funding  decisions  are  handled  in  different  ways  for 
various  sectors.  In  Alberta,  for  current  purposes,  the  framework  of  the  flinding  mechanism 
includes  block  grants  based  on  departmental  and  institutional  three  year  rolling  plans  and 
multi-year  envelopes  of  funds  to  address  specific  objectives. 

Funding  Method  -  a  component  of  a  funding  mechanism.  A  funding  method  may  involve 
formula  or  non-formula  approaches,  techniques  and/or  procedures.  Common  formula 
approaches  include  enrolment-based  formats  (dollars  per  FTE  -  usually  weighted  in  some 
way)  or  instructional  load-based  (dollars  per  SCH)  formats.  Non-formula  methods  include 
incremental,  programmatic  justification  and  categorical  fianding.  Both  formula  and  non- 
formula  methods  include  non-mathematical  but  routinized  processes  and  procedures,  and 
various  rules  for  applying  methods. 
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Funding  Process  -  those  aspects  of  governance,  coordination  and  decision-making  that  relate  to 
funding,  including  accountability  frameworks,  and  the  information  exchange  and 
communications  relating  thereto. 

Funding  Scheme  -  a  specific  combination  of  methods  and  processes  applying  to  a  state,  province 
or  similar  jurisdiction,  or  a  sector  within  such  a  jurisdiction. 

Grant  -  (1)  the  act  of  providing  funds  for  a  specific  purpose  or  set  of  purposes;  (2)  the  funds  so 
provided. 

Incentive  Funding  -  (see  Challenge  Grants) 

Inputs  -  resources  consumed  in  developing  and  offering  programs,  supporting  institutions, 

students,  and  other  participants  and  contributors.  (Input  factor  measurements  include  number 
of  students,  average  salaries,  revenues,  costs,  etc.) 

Mandate  -  identifies  in  broad  terms  the  current  program  areas,  levels  of  programs  and 

community  services  offered  by  an  institution,  and  outlines  any  other  flmctions  the  institution  is 
performing.  An  institution's  mandate  makes  reference  to  specific  target  populations  and 
geographic  regions  as  may  be  applicable. 

Moving-average  -  a  calculation  applied  to  determine  an  average  over  a  period  of  time.  Each 
year  the  average  will  "move"  by  dropping  the  first  year  of  the  prior  period  and  adding  a  year 
after  the  last  year.  Same  as  rolling-average. 

Operating  -  refers  generally  to  the  recurrent  activities  and  associated  revenues,  assets,  liabilities 
and  costs  of  institutions  which  are  not  associated  with  capital,  capital  renewal,  endowment  or 
restricted  funds 

Operating  grants  -  refers  to  funding  provided  for  operating  purposes,  in  Alberta,  prior  to 
1994-95. 

Operations  grants  -  refers  to  grants  provided  for  operating  and  capital  renewal  purposes  in 
Alberta  after  1993-94.  Operations  grants  include  both  the  operating  grants  and  the  capital 
renewal  funding  provided  separately  prior  to  1994-95. 

Outcomes  -  the  ultimate  impacts  or  results  of  institutional  programs  and  activities,  expressed  in 
terms  related  to  the  needs  and  objectives  of  the  intended  beneficiaries  of  the  programs  and 
activities. 
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Outputs  -  the  direct  products,  goods  and/or  services  of  institutional  programs  and  activities. 
(Output  measures  include  program  completers,  graduates,  graduation/completion  rates, 
transferring  students,  research  products,  publications,  learning  resource  materials,  broadcasts, 
degrees  by  discipline,  by  sex,  by  age,  etc.) 

Performance  Based  Funding  -  is  envelope  funding  for  innovation  which  supports  provincial 
priorities  that  can  be  accomplished,  at  least  in  part,  through  the  post-secondary  education 
system.  (1)  funding  methods  designed  to  promote  quality  by  tying  a  portion  of  funding 
directly  to  measurable  outcomes  and/or  demonstrated  results;  (2)  funding  provided  through 
such  methods. 

Performance  Reports  -  information  presented  in  plans,  budgets,  annual  reports,  financial 
statements  and  other  reports  which  links  inputs  and  costs  with  outputs  and  outcomes  and 
compares  actual  with  planned  results.  Performance  reports  include  measures  and  indicators. 

Performance  measures  are  targets  or  standards  of  achievement,  including  baselines  and 
benchmarks  which  provide  specific  and  direct  information  about  the  achievement  of  a  goal. 
Baselines  are  standards  set  internally  as  minimum  thresholds  or  targets  which  may  be  based 
on  previous  results.  Benchmarks  are  targets  developed  from  appropriate  information  about 
other  institutions  or  operating  entities. 

Performance  indicators  provide  indirect  information  about  achievement,  used  where  specific 
results  and  outcomes  are  difFicuh  and/or  impractical  to  measure  directly.  While  these  will 
tend  to  be  statistical  pictures  of  the  present  or  the  past,  indicators  that  provide  accountability 
information  which  support  planning  and  show  future  trends  are  most  useful  in  priority  setting 
at  the  institutional  and  departmental  level. 

Productivity  -  refers  to  the  ratio  of  outputs  to  inputs,  where  higher  ratios  reflect  greater 
productivity  and  vice  versa.  Student/faculty  ratios,  program  costs,  faculty  workload, 
sponsored  research  per  FTE  faculty,  etc.,  are  measures  related  to  productivity. 

Reliability  -  information  is  considered  to  be  reliable  when  it  is  produced  on  a  consistent  basis 
fi-om  period  to  period,  from  data  that  comes  from  verifiable  sources  in  accordance  with 
definitions,  classifications,  methods  and  procedures  that  are  subject  to  periodic  or  occasional 
audit.  The  term  is  also  applied  to  funding  methods  including  formulas. 

Rolling-average  -  see  moving-average. 

Sector  -  a  part  or  division  of  a  post-secondary  system  differentiated  by  level  of  programming, 
type  of  institution,  coordinating  agency,  accreditation  mechanism,  funding  policies,  or  some 
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other  system  management  or  organization  factors.  In  Alberta,  the  following  sectors  receive 
public  operations  funding:  universities,  public  colleges  and  technical  institutes,  vocational 
colleges,  accredited  private  colleges,  community  consortia. 

Slip-year  -  a  one  year  period  of  lag  between  measurement  of  a  variable,  and  the  application  of  the 
measurement  in  a  funding  method.  To  illustrate,  if  this  year's  funding  is  based  on  last  year's 
enrolment  level,  one  slip-year  has  been  introduced  in  the  mechanism.  In  many  jurisdictions,  a 
slip-year  is  introduced  to  enable  the  use  of  actual  as  opposed  to  projected  or  estimated  data. 
In  some,  a  two  slip-year  technique  is  used  for  the  same  reason,  particularly  where  relatively 
long  planning  and  approval  periods  are  involved.  Slip-year  techniques  may  also  be  used  as  a 
buffering  technique  (see  buffer). 

Validity  -  information  about  a  real  world  process  will  normally  include  some  expression  of 
relationships  between  interdependent  variables.  The  validity  of  information  about  the  process 
is  a  function  of  the  accuracy  of  both  the  representation  of  the  variables  and  the  measurements 
involved. 

Voucher  -  a  voucher  is  a  certificate  issued  by  a  government  or  funding  agency  to  students  or  their 
parents  to  pay  all  or  part  of  the  tuition  fees  and  charges  by  an  institution.  The  institution 
exchanges  the  vouchers  for  grants  with  the  public  Treasury.  Voucher  systems  are  designed  to 
create  a  "market  model"  for  the  funding  and  delivery  of  educational  services. 
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Appendix  1:  Overview  of  Funding  Concepts  and  Experience 


In  this  section,  we  discuss  the  higher  education  funding  mechanisms  and  methods  used  in  other 
jurisdictions  in  Canada  and  various  other  countries. 

There  is  much  ambiguity  in  the  literature  as  to  what  constitutes  a  "formula"  or  "funding 
mechanism."  These  terms  are  often  used  synonymously.  Generally,  a  formula  is  viewed  as  a  set 
of  quantitative  methods  and  calculations  used  to  build  a  budget  or  a  request  for  funding,  or  to 
determine  funding  allocations  among  a  number  of  programs  or  institutions.  Although  a  funding 
mechanism  may  be  Hmited  to  a  basic  formula,  the  term  can  also  refer  to  a  combination  of  basic 
formulas  and  other  allocation  methods  such  as  incremental  or  envelope  funding,  and  the  processes 
associated  with  arriving  at  decisions  about  funding.  A  formula  is  a  subset  of  the  whole  array  of 
methods,  processes  and  procedures  encompassed  by  funding  mechanisms.  Thus,  in  this  paper,  we 
use  funding  mechanisms  as  the  comprehensive  expression  inclusive  of  all  funding  ways  and  means. 

Funding  Methods 

While  there  is  a  considerable  diversity  of  funding  approaches  in  North  America  and  throughout 
Europe,  there  are  certain  characteristics  by  which  methods  can  be  classified.  These  fall  into  four 
basic  categories: 

1.  Incremental  methods; 

2.  Formula  methods 

a)  Cost-based  formulas 

b)  Position-based  formulas; 

3.  Categorical  funding;  and 

4.  Contract  funding 

Incremental  Methods 

Incremental  funding  methods  can  either  be  analytic  or  judgmental.  Analytical  incremental 
methods  may  be  driven  by  such  factors  as  enrollment  increases  and  other  analyses  of  growth, 
change  and  inflationary  factors  over  the  previous  year's  budget.  Incremental  methods  generally 
involve  recognition  of  the  continuing  nature  of  much  of  an  institution's  activity  from  year  to  year. 
During  the  1960's  and  1970's  (periods  of  rapid  growth),  increments  were  relatively  large  and 
often  replicated  major  components  of  elements  of  systems,  institutions  and/or  programs.  In  other 
circumstances,  incremental  funding  methods  are  used  to  "fine  tune"  with  positive  or  negative 
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adjustments  across-the-board,  with  the  re-application  of  resources  differentially  on  a 
reinstatement  or  reinvestment  basis. 

Formula-based  methods 

Formula-based  systems  first  appeared  in  the  1950's  and  became  widespread  in  the  1960's.  They 
were  highly  effective  in  responding  to  the  rapid  enrollment  growth  during  this  period.  Formula- 
based  systems  have  tended  to  rely  on  two  basic  methods:  cost-based  and  position-based. 

Cost-based  methods  are  often  enrollment  driven  and  typically  involve  a  dollar  rate  multiplied  by 
student  credit  hours  or  full-time-equivalent  student  measures.  Position-based  methods  are  usually 
based  on  student-faculty  ratios  multiplied  by  a  salary  rate. 

Some  cost-based  methods  provide  recognition  of  needs  by  differentiating  formula  factors  on  the 
basis  of  program  cost,  discipline,  level  of  instruction,  institutional  size  and  other  variables.  Most 
often,  these  are  based  upon  the  average  cost  calculations  for  disciplines  and  year  of  study  rather 
than  marginal  cost  or  variable  cost.  Particularly  during  periods  of  enrollment  stability,  some 
jurisdictions  have  begun  to  experiment  with  other  types  of  cost-based  methods,  including  marginal 
cost  funding. 

Many  of  the  formula  methods  that  remain  in  use  today  have  buffering  or  dampening  features, 
including  slip-year  and/or  multi-year  rolling  averaging  or  smoothing  measurements,  which  have 
the  effect  of  providing  funding  predictability  and  relative  stability  for  institutions  in  periods  of 
enrollment  decHne,  and  for  funding  providers  in  periods  of  growth.  Enrollment  corridors  with 
thresholds,  floors  and  ceilings  have  a  similar  dampening  or  buffering  effect.  The  cost  or  funding 
factors  associated  with  these  corridors  are,  if  not  marginal,  typically  non-linear  with  respect  to 
enrollment  or  other  associated  variables. 

Formulas  are  often  used  to  determine  the  instructional  budget  needs  of  an  institution,  but  may  also 
be  used  to  determine  requirements  or  allocations  in  other  activity  areas,  such  as  student  support, 
capital  renewal,  overhead,  research  or  other  activities. 

Categorical  Approaches 

During  periods  of  enrollment  decline,  stability  or  moderate  growth,  institutional  funding 
objectives  tend  to  focus  on  quality  improvements,  special  needs  and  purposes,  issue  and 
improvement  areas,  and  other  factors. 

As  governments  and  other  stakeholders  have  become  more  concerned  with  qualitative  aspects  of 
post-secondary  education,  new  funding  methods  have  emerged.  A  general  concern  with  purely 
formula-driven  mechanisms  is  that,  while  they  work  well  during  times  of  growth  and  expansion. 
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they  tend  to  focus  on  input  and  process  measures  rather  than  outputs,  products  or  outcomes. 
Further,  it  is  argued  that  purely  formula-driven  systems  do  not  accommodate  diversity,  meet 
special  needs,  or  reward  best  practices. 

To  accommodate  special  circumstances  along  with  traditional  needs,  some  jurisdictions  use 
special  envelopes  or  categorical  funding,  either  combined  with  incremental  base  funding  or  with 
formula  funding.  Categorical  funding  approaches  involve,  in  essence,  special  funds  or  funding 
envelopes  targeted  for  specific  purposes,  projects,  and  activities.  Often  categorical  funding  is 
used  for  such  areas  as  capital  renewal,  research  initiatives,  mission-related  purposes,  or  to  create 
centres  of  excellence.  Categorical  funding  envelopes  may  be  geared  toward  access,  growth, 
regional  disparity,  geographic  factors,  target  populations,  equipment  needs,  etc.  Categorical 
funding  may  be  incentive  based,  and  may  include  matching  grant  components  or  other  cost  and 
benefit  sharing  features. 

Contract  funding 

Contract  funding  methods  range  from  what  might  be  described  as  the  pure  market  model,  that  is, 
a  free  market  competitive  bidding  and  contracting  for  specified  goods,  services  and  performance, 
through  negotiated  contracting,  to  conditional  program,  project  or  special  purpose  funding.  The 
latter  is  characterized  by  the  specification  of  objectives,  products  and/or  outcomes  with  conditions 
that  must  be  met  for  funding  to  be  provided  or  retained.  In  some  jurisdictions,  contract  methods 
are  referred  to  as  conditional  contracting  and  in  at  least  one  country,  institutions  enter  into  a 
formal  agreement  with  respect  to  mandate,  objectives,  performance  specifications  and  measures, 
with  terms  related  directly  to  the  funding  period. 

Combinations  of  Methods 

Many  jurisdictions  use  a  combination  approach  and  are  beginning  to  experiment  with  using  output 
or  performance-based  systems.  There  are  many  ways  funding  approaches  can  be  combined.  For 
example,  a  differential  cost-based  funding  mechanism  may  be  used  for  base  flinding,  while 
categorical  funding  may  be  used  for  specific  project  or  quality  enhancement  areas  such  as 
research,  capital  renewal  or  new  program  expansion  or  innovation.  Special  envelopes  may  be 
formula  driven  (mini-formulas  or  formulas  on  the  margin)  or  use  incremental  methods  in 
establishing  or  reviewing  requests  for  funding  from  the  envelope. 

Another  variation  is  categorical  funding  as  an  extension  of  the  formula-based  method.  For 
example,  an  overall  base  budget  may  be  determined  through  a  cost-based  methodology.  In 
addition,  "percentage  of  the  base"  methodologies  might  be  used  to  support  certain  activities  such 
as  capital  renewal,  research,  student  services  or  overhead. 


47 


Across  a  broad  array  of  combination  approaches,  funding  mechanisms  differ  considerably  in  terms 
of  the  portion  of  total  funding  determined  through  incremental,  formula,  categorical  or  other 
approaches.  As  well,  there  is  much  variation  in  the  degree  to  which  budget  requests  are  fully 
funded.  Further,  governing  authorities  also  tend  to  vary  in  terms  of  whether  formula  methods  are 
used  to  build  or  construct  budget  or  grant  requests,  or  to  arrive  at  the  allocation  of  budgets  or 
grants. 

Some  funding  authorities  review  their  funding  mechanism  annually  and  make  frequent 
adjustments,  while  others  rarely  adjust  methods  or  factors  other  than  rates.  As  well,  the  degree  to 
which  institutions  can  allocate  among  spending  categories  once  funding  has  been  decided  varies 
considerably;  that  is,  the  degree  to  which  block  grants  are  provided  as  opposed  to  funding  that  is 
specific  to  function,  purpose  or  program  varies  considerably. 

The  remaining  sections  summarize  experience  in  selected  jurisdictions: 
Europe 

Over  the  past  ten  years,  Europe  has  seen  significant  changes  in  higher  education.  Priorities  are 
changing  as  the  population  ages.  An  era  of  continuous  expansion  of  higher  education  since  the 
Second  World  War  has  been  replaced  by  retrenchment,  cutbacks  and  prioritization  as  public 
expenditure  shifts  into  areas  that  provide  services  to  senior  citizens,  such  as  health  care  and 
pensions.  The  repercussions  for  institutions  include  the  pegging,  if  not  compression,  of  budgets 
and  the  need  to  demonstrate  increasing  efficiencies  in  the  use  of  resources. 

In  Europe,  as  in  North  America  and  other  parts  of  the  Western  World,  there  are  four  main  ways 
used  to  determine  institutional  funding:  bureaucratic  methods,  incremental  methods,  formula 
methods  and  contractual  methods. 

Bureaucratic  methods  attempt  to  maintain  state  control  of  institutional  activity  and  are  common  in 
Germany,  Finland,  Greece  and  Portugal.  Under  this  model,  institutions  are  agencies  of  the  state 
and  their  budgets  are  included  in  Ministry  budgets  or  are  approved  or  controlled  at  a  line-item 
level.  There  are  North  American  examples  of  this  model,  including  Alberta's  Vocational 
Colleges.  Norway  and  Spain  have  recently  moved  away  from  bureaucratic  models. 

Incremental  methods  have  been  popular  in  situations  where  rapid  development,  significant 
inflation,  or  both  are  strong  driving  factors.  However,  in  recent  years  these  have  largely  been 
replaced  in  a  number  of  European  countries  by  formula  methods.  This  parallels  a  withdrawal 
from  what  might  be  termed  a  'political'  management  model  and  its  replacement  with  methods 
driven  by  corporate  and  entrepreneurial  principles.  These  include  increased  recognition  of  the 
interests  of  regional  industry  and  commerce,  stimuli  for  individual  institutions  to  take 
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responsibility  for  setting  their  own  strategies,  and  the  introduction  of  techniques  and  values  from 
the  world  of  business. 

While  most  of  the  formulas  being  used  in  Europe  are  based  on  input  measures,  for  example, 
average  cost  per  student  in  various  discipline  groupings,  results-based  methods  are  appearing. 
Examples  of  more  pervasive  approaches  exist,  although  limited,  as  in  North  America,  to  a 
relatively  small  proportion  of  total  funding  or  to  some  component(s)  of  grants.  In  Denmark, 
students  receive  a  "clip-card"  divided  into  48  monthly  vouchers,  each  for  a  month  of  studies,  is 
used  to  encourage  students  to  complete  their  studies  in  a  timely  fashion.  In  the  Netherlands, 
funding  is  based  on  "notional"  enrollment  levels  derived  from  normative  assumptions  about 
relationships  between  intake,  drop-outs  and  graduation  rates.  Norway  has  moved  from  a 
"bureaucratic"  method  toward  a  more  indirect  model  of  governance  which  involves  strategic 
plans,  formulas  and  reporting  results. 

Contractual  models  are  appearing  in  Europe.  In  England,  for  example,  components  of  the  funding 
mechanism  have  been  based  on  contractual  principles  in  which  institutions  bid  competitively  for 
additional  students.  Relationships  between  funding  councils  and  individual  institutions  were 
governed  until  1992  by  financial  agreements  incorporating  a  wide  range  of  requirements  with 
respect  to  responsibilities  and  obligations.  Consistent  with  its  philosophy  of  privatization,  the 
government  put  itself  in  the  role  of  the  consumer  in  search  of  the  highest  quality  goods  at  the 
lowest  possible  price.  Through  a  process  of  "contracting",  institutions  promised  a  Universities 
Funding  Council  (UFC)  or  a  Polytechnics  and  Colleges  Funding  Council  to  provide  educational 
services.  Just  as  individual  institutions  within  each  sector  were  competitors  for  additional  market, 
the  two  councils  competed  for  their  allocations  from  government.  In  some  cases  these 
contractual  models  involved  negotiation  of  funding  agreements  based  on  particular  aspects  of 
institutional  missions  and  performance  objectives. 

Legislation  in  1992  replaced  the  two  separate  councils  with  a  single  funding  council  for  higher 
education  in  England  (the  Higher  Education  Funding  Council  for  England),  and  brought  about 
similar  structures  in  Scotland  and  Wales  with  special  arrangements  for  Northern  Ireland.  The 
HEFCE  deals  with  universities  including  the  former  polytechnics,  and  a  number  of  university 
sector  colleges  which  do  degree  level  work.  A  United  Kingdom  Further  Education  Funding 
Council  (UKFEFC)  looks  after  institutions  which  offer  non-university  programs  to  adults  (post- 
sixteen).  These  bodies  have  introduced  funding  methods  which  have  reinforced  the  notion  of 
performance-related  funding.  For  example,  for  each  institution  the  HEFCE  calculates  average 
units  of  council  funding  (AUCF's)  for  full-time  and  part-time  students  by  dividing  the  institution's 
grants  for  the  previous  year  by  the  numbers  of  students  that  it  enrolled  in  that  category  (flill-time 
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or  part-time).  The  HEFCE  then  gives  money  to  take  additional  students  preferentially  to  those 
with  the  lowest  AUCF's.  The  method  has  a  built  in  control  feature  -  if  an  institution  "over 
recruits"  it  can  dilute  its  AUCF  for  the  future.  The  UKFEFC  goes  further  by  basing  part  of  its 
grants  on  graduation  rates  as  well  as  FTE  enrollments. 

Australia 

Post-secondary  education  in  Australia  has  consisted  of  three  sectors:  universities,  colleges  of 
advanced  education  (CAEs)  and  technical  and  further  education  (TAPE).  Until  1988,  the 
practical  distinction  between  the  first  two  sectors  was  that  universities  were  funded  at  a  higher 
rate  per  student  than  CAEs,  recognizing  their  research  role  and  function.  The  university  and  CAE 
sectors  have  been  referred  to  as  the  "binary"  system  of  higher  education,  funded  primarily  by  the 
federal  Commonwealth  government.  The  TAFE  sector  has  been  flinded  by  the  states  with  federal 
augmentation  of  programs  and  funding. 

A  1988  White  Paper  on  higher  education  (Universities  and  CAEs)  in  Australia  identified  three 
main  directions:  (1)  growth  linked  to  economic  progress  and  social  justice,  (2)  increasing 
efficiency  and  raising  quality,  and  (3)  broadening  the  funding  base.  The  first  is  a  continuation  of  a 
long  standing  policy,  with  a  strengthened  argument  with  respect  to  domestic  and  international 
competitiveness.  The  second  has  brought  about  more  significant  changes  including  the  formal 
abolition  of  the  two-part  system  in  1989  and  its  replacement  by  a  unified  national  "higher 
education"  system  with  some  36  institutions  resuhing  from  merger  and  amalgamation  of  the  65 
which  had  existed  previously.  A  streamlined  mechanism  for  coordination  replaces  the  former 
Commonwealth  Tertiary  Education  Commission,  which  had  acted  as  an  intermediary  body 
between  institutions  and  government  with  a  small  Higher  Education  Council,  advisory  to  the 
Minister  of  Employment,  Education  and  Training.  A  major  instrument  for  coordination  is  the 
negotiation  with  each  institution  of  an  agreement  known  as  the  institution's  educational  profile. 
The  profile  covers  an  institution's  mandate,  research  plan,  contribution  to  government  objectives, 
funding  options,  performance  measures,  and  the  level  at  which  the  government  will  provide  funds 
for  a  triennium.  Australian  universities  and  CAEs  are  autonomous  organizations  each  operating 
with  a  council,  senate  or  board  of  governors  under  acts  of  the  state  parliaments.  Within  this 
governance  and  funding  framework,  accountability  is  reinforced  by  an  annual  cycle  of  reporting 
on  performance  related  to  each  institution's  negotiated  profile.  In  addition  a  Quality  Assurance  in 
Higher  Education  fund  has  been  established  to  reward  institutions  for  effective  performance.  An 
average  quality-tied  grant  will  be  3-4%  of  an  institution's  annual  operating  grant.  Over  a  three 
year  period,  the  focus  is  to  shift  from  an  overview  of  quality  assurance  processes  and  outcomes  in 
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the  first  year,  to  teaching  and  learning  in  the  second,  and  to  research  and  community  service  in  the 
third. 

The  TAFE  sector  consists  of  more  than  700  institutions  widely  distributed,  many  in  remote  areas. 
Institutions  in  this  sector  operate  under  state  legislation.  They  receive  about  75%  of  their  funding 
fi-om  state  governments  and  25%  from  federal  sources.  Coordination  is  shared  between  the  state 
governments  and  the  Australian  National  Training  Authority  which  reports  to  a  national  council  of 
Minister  of  Vocational  Education,  Employment  and  Training.  Barriers  between  the  higher 
education  and  TAFE  sectors  began  to  erode  in  the  1980's.  There  is  now  strong  pressure  for 
universities  and  CAEs  to  give  better  credit  transfer  for  TAFE  qualifications  and  to  break  down  the 
barriers  to  student  mobility  between  institutions  in  different  sectors.  TAFE  fianding  and 
governance  structures  vary  by  state  from  what  are  essentially  state-operated  programs  and 
institutions,  to  autonomous  organizations  similar  to  universities  and  CAEs.  Accountability 
procedures  vary  as  well,  from  relatively  specific  monitoring  of  performance  agreements  and 
outputs  in  some  cases,  to  informal  reporting  at  the  other  extreme. 

New  Zealand 

Post-secondary  education  is  provided  in  New  Zealand  by  seven  universities,  25  polytechnics,  five 
colleges  of  education  and  two  wananga.  All  receive  public  funding  through  the  New  Zealand 
Ministry  of  Education.  Government  support  is  also  provided  to  accredited  private  training 
establishments. 

Funding  levels  are  determined  through  the  application  of  an  Equivalent  Full-Time  Student  (EFTS) 
funding  system  through  which  the  following  key  principles  and  requirements  of  the  1989 
Education  Act  are  applied: 

1 .  Institutions  have  independence  and  freedom  to  make  academic,  operational  and 
management  decisions,  consistent  whh  the  nature  of  services  provided,  efficient  use  of 
national  resources  and  demands  of  accountability. 

2.  Each  institution  is  required  to  have  its  charter  (equivalent  to  Alberta's  "mandate" 
statements)  approved  by  the  Minister,  to  submit,  each  year,  a  statement  of  academic 
objectives  (covering  three  years)  as  a  basis  for  obtaining  government  grants  to  implement 
the  charter;  and  to  present  an  annual  report  to  the  Minister. 

3.  A  bulk  (block)  grant  determined  by  a  funding  formula  incorporating  the  principle  that 
similar  courses  at  different  institutions  will  be  funded  similarly. 

4.  Each  institution  has  the  authority  to  set  tuition  fees. 
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5.  Programs  and  courses  of  study  are  grouped  into  funding  categories  which  attract 
differential  levels  of  funding  per  EFTS. 

6.  Delivery  of  funding  is  driven  largely  by  student  choice.  Institutions  make  projections  on  a 
three  year  basis.  Funding  is  provided  on  the  provision  that  approved  EFTS  levels  are  met. 
Enrollments  beyond  approved  levels  are  taken  into  account  in  determining  subsequent  year 
funding. 

7.  Funding  may  also  be  influenced  by  priorities  determined  by  government. 

8.  Programs,  activities  and/or  priorities  that  cannot  be  funded  by  the  EFTS  system  are 
considered  for  supplementary  grants  which  are  subject  to  a  "notice  of  purpose"  specifying 
outputs  to  be  delivered. 

Accountability  reports  are  required  by  the  Minister  to  justify  levels  of  funding,  for  public  reporting 
and  to  assist  the  Minister  in  giving  policy  advice  to  the  government. 

Colorado 

The  Colorado  higher  education  system  consists  of  the  University  of  Colorado  (multi-campus),  the 
Colorado  State  University  system,  the  University  of  Northern  Colorado,  the  Colorado  School  of 
Mines,  four  state  colleges,  four  state-sponsored  community  colleges,  and  four  local  district 
colleges.  The  University  of  Colorado  is  governed  by  an  elected  board  of  regents  and  each  of  the 
other  sectors  has  its  own  board  of  regents  or  state  board.  The  statewide  planning  and 
coordinating  role  is  performed  by  the  Colorado  Commission  on  Higher  Education  (CCHE). 

An  omnibus  higher  education  bill  passed  in  1985  established  accountability  requirements  with  the 
following  intent: 

1 .  That  institutions  be  held  accountable  for  demonstrable  improvements  in  student 
knowledge,  capabilities  and  skills; 

2.  That  these  improvements  be  publicly  announced  and  available; 

3.  That  institutions  express  clearly  to  students  their  expectations  of  student  performance;  and 

4.  That  these  improvements  be  achieved  efficiently  through  the  effective  use  of  student  and 
institutional  resources  of  time,  effort,  and  money. 

The  CCHE  has  worked  for  a  number  of  years  with  institutions  on  the  implementation  of  policy 
and  processes  related  to  review  and  accountability.  The  CCHE  is  authorized  to  withhold  up  to 
two  percent  of  the  funding  for  an  institution  that  has  not  implemented  any  part  of  the 
accountability  program.  This  "two  percent  rule"  has  not  been  invoked,  despite  threats  to  do  so  in 
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the  case  of  universities  and  state  colleges  which  were  not  providing  sufficient  information  from 
the  perspective  of  the  commissioners 

Performance-based  funding  methods:  One  of  the  goals  of  the  Colorado  Higher  Education 
Master  Plan  (1992)  called  for  the  integration  of  assessment  with  policies  that  reduce  associated 
costs.  New  funding  methods  established  by  1993  legislation  provide  for  performance-related 
funding  in  five  policy  areas:  (1)  improved  productivity,  (2)  growth  in  enrollment,  (3)  expanded  job 
training,  (4)  strengthened  ties  with  public  schools,  and  (5)  increased  financial  aid.  These  areas 
have  been  determined  by  a  standing  committee  established  by  law  and  consisting  of  the  CCHE, 
leaders  from  both  houses  of  the  legislature  and  the  Governor.  The  committee  is  part  of  an  annual 
cycle  to  review  policy  areas  and  priorities.  Funding  allocations  are  being  made  on  top  of  base 
allocations  and  other  adjustments  provided  through  existing  fimding  mechanisms.  The  CCHE  has 
developed  procedures  for  allocating  performance  funding  across  sectors  and  among  institutions, 
which  include  all  state-funded  universities,  colleges  and  community  colleges. 

Minnesota 

Minnesota  uses  a  funding  mechanism  which  can  be  described  as  a  differential,  buffered,  average- 
cost  budget  building  method. 

The  method  is  based  on  average  costs  differentiated  on  the  basis  of  low,  medium  and  high  cost 
academic  programs  and  on  levels  of  instruction.  The  method  uses  the  products  of  average  costs 
and  enrollments  to  determine  future  flinding  levels.  "Buffering"  is  accomplished  by  relating 
requested  resources  to  previous  levels  of  flill-year  equivalent  enrollments.  The  enrollment  base 
used  is  that  recorded  two  years  prior  to  the  year  being  funded. 

Performance-based  funding  methods:  No  special  programs  were  identified. 
Tennessee 

The  Tennessee  higher  education  system  consists  of  14  two-year  colleges  and  10  senior  colleges 
and  universities.  The  colleges  are  governed  by  the  Tennessee  Board  of  Regents.  The  universities 
are  governed  by  the  University  of  Tennessee.  In  general,  formula  methods  are  used  for  the  bulk 
of  state  funding  to  higher  education  institutions.  About  94%  of  general  operating  allocations  and 
40%  of  special  purpose  allocations  are  determined  by  formula  methods.  Supplemental  funding  of 
up  to  5.45%  of  state  appropriations  is  available  to  institutions  on  the  basis  of  performance 
outcomes.  Points  are  awarded  for  categories  such  as  percent  of  accreditable  programs  that  are 
accredited,  student  performance  and  placement. 
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Tennessee  colleges  and  universities  submit  funding  requests  to  the  Tennessee  Higher  Education 
Commission  (THEC).  The  Commission  develops  funding  recommendations  for  the  Governor's 
use  in  developing  a  state  budget  which  is,  in  turn,  considered  and  approved  by  the  state 
legislature. 

Separate  budget  building  formula  provisions  are  included  for  various  categories  of  activity 
including:  instruction,  academic  support,  student  services/institutional  support,  operation  and 
maintenance  of  plant,  departmental  research  and  general  public  service  activities.  A  number  of 
these  categories  have  non-formula  elements  in  addition  to  their  formula  components. 

The  basic  method  for  determining  the  instruction  component  uses  student/faculty  ratios  and  salary 
rates.  Faculty  salary  rates  are  differentiated  in  accordance  with  institutional  mission  (four 
institutional  types),  six  instructional  levels  and  20  program/discipline  categories.  Instructional 
levels  include:  freshman/sophomore,  junior/senior,  graduate,  doctoral,  law  and 
remedial/developmental.  The  twenty  programs/discipline  categories  are  differentiated  on  the  basis 
of  student-faculty  ratios. 

For  other  categories:  Library  needs  are  determined  using  a  differential  rate  multiplied  by  the 
number  of  students.  The  instructional  administration  allocation  is  determined  as  a  percentage  of 
the  total  instructional  flinds  and  also  differentiated  by  the  type  of  institution.  Institutional  support 
is  determined  using  a  base  funding  amount,  coupled  with  a  declining  percentage  based  on  all  other 
funding  categories.  Operation  and  plant  maintenance  is  based  on  a  funding  rate  per  square  foot 
with  adjustments  for  age  of  facilities,  utilization  and  square  footage.  Departmental  research  is 
prorated  on  the  basis  of  contribution  to  the  total  research  pool  based  on  sponsored  research. 

Although  category-specific  formulas  are  used  to  determine  the  appropriation,  block  grants  result 
from  the  funding  process.  This  gives  governing  boards  the  authority,  once  funding  is 
appropriated,  to  allocate  or  transfer  funds  among  the  various  categories  in  accordance  with 
institutional  needs  and  priorities.  Where  the  formula  requests  cannot  be  fully  funded,  two 
reduction  methods  are  combined:  protecting  a  base  level  of  funding  with  equal  percentage 
increases  and  limiting  entire  amounts  in  proportion  to  shares  of  the  request.  Tuition  fees  are  set 
relative  to  state  appropriations.  Fee  revenues  are  equal  to  30-32  percent  of  the  state  grants  at  a 
university  or  four-year  college,  24-26  percent  at  a  two-year  institution,  and  80-90  percent  for  out- 
of-state  students.  Fee  revenues  are  taken  into  account  in  appropriations  to  institutions. 

Performance-based  funding  methods:  Tennessee  provides  supplemental  funding  based  on 
performance  outcomes.  The  statewide  program  was  initiated  in  1979  after  pilot  projects  at  a 
number  of  institutions.  During  1991-92,  some  $20  million  was  awarded.  Since  1979,  $181 
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million  has  been  awarded.  The  policy  has  remained  in  effect  during  years  of  significant  statewide 
reductions. 

Institutions  may  receive  up  to  5.45%  of  their  state  appropriation  based  on  points  awarded  for 
performance.  This  performance  is  measured  on  ten  variables:  (1)  general  education  outcomes  - 
measured  by  a  test,  (2)  outcomes  in  major  fields  -  measured  by  various  tests,  (3)  specialized 
accreditation,  (4)  survey  of  alumni  satisfaction,  and  (5)  corrective  measures  and  improvement 
actions,  (6)  peer  review  of  non-accreditable  programs,  (7)  Master's  level  program  review  (for 
universities);  job  placement  rates  for  Two-year  colleges,  (8)  minority  enrollment  goals,  (9)  student 
retention  and  graduation  rates,  and  (10)  attainment  of  planning  "benchmarks".  Up  to  ten  points 
are  awarded  for  performance  on  each  indicator.  A  score  of  100  would  result  in  a  5.45%  award  of 
the  institution's  state  appropriation.  A  score  of  60  would  result  in  an  award  of  60%  of  5.45%. 
During  1991-92  institutional  scores  ranged  fi-om  60  to  96. 

The  Tennessee  performance  fiinding  program  receives  stronger  support  fi^om  the  legislature  than 
fi-om  most  institutions.  In  the  words  of  THEC's  Executive  Director,  performance  fiinding  is  "the 
5  percent  of  the  budget  that  allows  us  to  sell  the  other  95  percent."  (reported  by  Peter  Ewell  in 
Charting  Higher  Education  Accountability.  ECS,  1994.) 

Tennessee's  accountability  fi-amework  includes  a  statewide  plan,  "Tennessee  Challenge  2000", 
which  is  a  master  plan  for  setting  goals  and  reporting  performance  related  to  educational 
improvement  (K-12  through  higher  education).  Although  there  is  no  direct  link  between  these 
performance  reports  and  fiinding,  some  of  the  measures  are  very  similar  to  those  in  the  THEC 
performance  fiinding  program. 

Texas 

Texas  has  used  fiinding  formulas  the  period  following  World  War  II.  The  current  mechanism,  in 
use  since  1954-55,  was  last  revised  in  1988-89.  Texas  has  a  state-wide  Higher  Education 
Coordinating  Board  (THECB)  with  responsibility  for  two-year  colleges,  health  science  centres, 
experiment/extension  centres,  four-year  (senior)  colleges  and  universities.  The  THECB  fiinding 
mechanism  applies  to  all  higher  education  institutions. 

Seventy  per  cent  of  the  general  operating  appropriations  for  Texas  colleges  and  universities  is 
determined  through  formula  methods.  Separate  budget  building  formula  methods  are  used  for 
each  of  the  following  categories:  instruction,  academic  support,  student  services,  institutional 
support,  operation  and  maintenance  of  plant  and  departmental  research.  A  number  of  these 
categories  have  non-formula  components,  as  well. 
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The  basic  method  for  determining  the  instruction  component  is  based  on  "cost  per  student  credit 
hour".  Student-faculty  ratios  are  used  for  both  senior  colleges  and  universities  to  develop  a  "cost 
per  student  credit  hour"  model.  "Unit  cost  per  contact  hour"  is  used  for  two-year  institutions. 
These  cost  calculations  are  differentiated  on  the  basis  of  course  level  and  discipline  or  program. 
There  are  five  course  levels:  undergraduate  at  a  four-year  institution,  undergraduate  at  a  two-year 
institution,  master's,  special  professional,  and  doctoral.  There  are  19  disciplinary  differentiations. 

For  other  categories:  Library  needs  are  determined  using  degree  level  rates  multiplied  by  the 
semester  credit  hours.  The  allocation  for  instructional  administration  is  determined  as  a 
percentage  of  the  faculty  salary  budget.  Funding  required  for  institutional  support  is  built  up 
using  a  combination  of  headcount  enrollment,  number  of  active  employees  and  other  factors. 
Departmental  research  is  funded  on  the  basis  of  a  dollar  amount  per  full-time-equivalent  faculty. 

Although  categorical  formulas  are  used  to  determine  the  appropriation  to  an  institution,  funds  are 
provided  as  "block  grants".  An  institutional  board  has  the  authority,  once  funding  is 
appropriated,  to  allocate  or  transfer  among  the  categories  in  accordance  with  institutional  needs 
and  priorities. 

Tuition  rates  for  in-state  and  out-of-state  students  are  set  by  the  legislature. 

Performance-based  funding  methods:  In  1991  the  Texas  State  Legislature  began  a  reform 
movement  with  the  objective  of  providing  greater  accountability  in  the  use  of  state  funds. 
Performance-based  funding  methods  were  to  be  used  to  determine  funding  allocations  to 
institutions  and  agencies.  These  were  to  be  based  on  output  and  outcome  measures. 

Separate  plans  were  developed  for  (1)  universities  and  four  year  institutions,  and  (2)  community 
colleges.  Each  plan  included  ten  goals  and  related  performance  measures,  each  tied  to  a  state- 
level  goal.  One  common  goal  was  to  increase  the  education  level  of  citizens.  The  measure  to  be 
used  in  assessing  this  goal  was  the  number  of  degrees  awarded.  For  universities,  increasing  the 
successful  participation  of  minority  students  was  a  goal,  with  the  number  of  minority  graduates 
set  as  a  measure.  Another  university  goal  was  increasing  external  support  of  research.  The 
measures  for  this  goal  would  be  proportionate  funding  by  related  source  and  increasing  the 
commercialization  of  research  outcomes  with  income  from  research-related  intellectual  property. 
Improving  the  transferability  of  students  between  two-year  colleges  and  public  universities  was  a 
community  college  goal.  Its  measure  would  be  the  number  of  undergraduate  students  enrolled  in 
Texas  universities  who  had  completed  15  credit  hours  at  a  college  in  the  three  prior  years.  This 
goal  was  repeated  with  a  specific  focus  on  minority  students. 
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The  THECB  proposed  to  fund  performance  by  reallocating  two  percent  of  the  prior  base 
appropriation  in  the  first  year  of  implementation  and  five  percent  in  the  second  year  of  a  biennial 
appropriation. 

Although  the  proposals  were  endorsed  by  the  THECB  and  most  institutions,  they  were  not 
ultimately  approved  in  the  legislature.  Reasons  cited  for  the  proposal's  failure  included  the 
Legislative  Budget  Board's  recommendation  to  increase  second  year  fianding  to  10  per  cent  and 
institutional  opposition  to  this  change.  Prospects  of  significant  reallocations  fi-om  politically 
powerful,  larger  universities  to  the  smaller  and/or  less  powerful  also  worked  against  the 
proposals.  Another  reason  cited  is  the  absence  of  emphasis  on  measures  of  quality  and  the  view 
that  reductions  in  funding  for  poorly  performing  institutions  may  not  lead  to  their  improvement. 

Virginia 

Like  Alberta,  Virginia  has  been  recognized  for  operating  one  of  the  leading  and  better  funded 
higher  education  systems  in  North  America.  Virginia  has  a  strong  history  in  the  use  of  formulas 
and  since  the  1960's  has  been  innovative  in  adapting  its  funding  mechanism  to  changing  state  and 
institutional  circumstances.  Virginia  introduced  a  budget  plan  in  1991-92  with  three  major  goals: 
access,  excellence,  and  accountability.  From  1989-90  to  1991-92  funding  to  institutions  was 
reduced  by  30%.  Enrollment  grew  by  8%  over  the  period. 

Virginia  has  a  state-wide  coordinating  agency,  the  Council  on  Higher  Education,  through  which 
the  institutions  make  requests  on  the  basis  of  budget  building  formulas  which  cover  90%  -  95%  of 
general  operating  appropriations  and  40%  of  special  purpose  funding.  The  formula  methods  used 
are  similar  to  those  used  in  Tennessee  and  Texas. 

Although  functional  category  formulas  are  used  to  determine  institutional  appropriations, 
movements  of  funds  between  objects  of  expense  and  programs  can  be  done  routinely.  However 
the  movement  of  funds  between  major  programs  (e.g.,  educational,  general,  auxiliary,  sponsored) 
is  rare  and  more  closely  controlled  by  the  state.  Tuition  rates  are  set  by  institutions.  At  four-year 
institutions,  tuition  ranges  between  30%  and  35%  of  program  costs  for  residents  and  100%  of 
cost,  on  average,  for  non-residents.  Tuition  fees  at  community  colleges  cover  30%  of  costs  for 
residents  and  120%  for  non-residents. 

Performance-based  funding  methods:  Virginia's  fiinding  mechanism  features  several  programs 
focused  on  quality  that  provide  supplementary  funding.  These  include  an  Eminent  Scholars 
program  to  attract  top  faculty,  a  Funds  For  Excellence  program  based  on  competitive  grants  for 
curriculum  innovation,  a  Centres  of  Excellence  &  Specialization  program,  which  has  provided 
one-time  competitive  grants  to  eight  institutions,  and  most  recently,  a  program  to  address 
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excellence  and  incentive  issues  related  to  undergraduate  curricular  change  and  the  infusion  of 
global  perspectives,  improved  teaching  skills,  and  improved  productivity. 

Washington 

The  State  of  Washington  had  used  formula  methods  since  the  1960s  but  discontinued  their  use 
after  the  1981-83  budget  period.  Under  these  budget-building  methods,  general  fiinding  for 
operations  and  instruction  was  determined  primarily  on  the  basis  of  a  student-faculty  ratio,  which 
involved  differentials  depending  upon  level,  program  and  institution  type.  There  were  separate 
formula  provisions  for  library  services  (based  on  number  of  holdings),  student  services  (based  on 
enrollment  and  dormitory  occupancy)  and  plant  management  (based  on  factors  for  utilities, 
janitorial  services  and  other  factors).  During  the  mid  1970s  and  early  1980s,  the  state's 
enrollment  numbers  leveled  off  Over  the  years,  the  state  had  not  come  even  close  to  funding  at 
formula  levels  and  the  methods  were  complex  and  not  easily  understood.  Before  the  formula 
methods  were  scrapped,  the  recommended  budgets  were  69  percent  funded. 

Since  1983-85,  Washington  has  developed  a  relatively  novel  fiinding  mechanism.  Parameters 
have  been  established  such  as  minimum  spending  per  student  and  minimum  faculty  levels.  These 
are  parameters  for  budgets  at  a  relatively  high  level  rather  than  explicit  formula  levels. 
Washington  uses  these  parameters  to  compare  with  other  states  and  establish  benchmarks. 
Overall  funding  levels  are  influenced  by  comparison  of  student-faculty  ratios,  revenue  per  student 
and  other  indicators.  These  measures  are  used  to  present  budget  requests  to  the  legislature  and 
provide  an  indication  of  under-funding.  In  1987-89,  eight  peer  institutions  were  assigned  to  each 
of  Washington's  institutions.  The  Carnegie  classification  system  has  since  been  adopted,  which 
uses  a  different  combination  and  larger  number  of  peer  institutions.  In  benchmarking  with  peer 
institutions,  Washington's  governing  authorities  decided  that  its  institutions  should  be  at  the  75th 
percentile  of  their  national  peer  institutions  for  the  funding  level  per  student .  Any  variance  was 
referred  to  as  the  "peer  gap". 

Washington  state  collects  all  tuition  revenue  and  allocates  these  funds  to  institutions,  along  with 
regular  state  appropriations  on  the  basis  of  peer  comparison.  Tuition  is  set  as  a  percentage  of  the 
cost  of  instruction. 

Performance-based  funding  methods:  The  Washington  funding  mechanism  is  regarded  by 
most  observers  as  an  innovative  and  effective  performance-related  funding  mechanism.  No  other 
methods  were  identified. 
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British  Columbia 

British  Columbia's  public  post-secondary  education  system  includes  four  universities,  15 
community  colleges  (four  offering  undergraduate  degree  completion  opportunities),  three 
technical  institutes,  a  college  of  art  and  the  Open  Learning  Agency.  Provincial  funding  is 
provided  through  the  Ministry  of  Skills,  Training  and  Labour  with  separate  funding  mechanisms 
used  for  (1)  the  colleges  and  technical  institutes,  and  (2)  the  universities. 

Funding  to  college  and  technical  institutes  is  allocated  on  an  annual  basis  through  a  mechanism 
that  includes  a  negotiation  process  and  an  allocation  formula.  The  negotiation  process  reconciles 
an  institution's  assessment  of  community  and  educational  needs  with  the  system- wide  perspective 
of  the  Ministry  and  involves  a  review  of  program  performance,  the  determination  of  funding 
priorities  and  planning  for  future  educational  services.  The  process  results  in  the  approval  of  an 
instructional  program  and  services  delivery  "profile"  for  each  institution.  The  profile  specifies  the 
number  of  funded  Full-Time  Equivalent  Students  ("FTEs")  for  each  program,  which  in  turn  drives 
the  allocation  of  Base  Operating  Grants  through  the  Ministry's  funding  formula.  The  "profile" 
becomes,  in  effect,  a  contract  between  the  institution  and  the  Province,  with  the  expectation  that 
the  institution  will  provide,  at  a  minimum,  the  overall  level  of  services  upon  which  the  allocation 
of  funding  is  based. 

The  formula  allocates  the  funding  available  for  a  fiscal  year  in  three  categories:  instructional, 
instructional  support,  and  general  support.  Within  an  instructional  category,  an  institution's  share 
of  total  provincial  PTEs  weighted  by  program  for  resource  intensiveness,  program  duration,  and 
technological  factors  determines  the  institution's  share  of  the  funding  available  for  instruction. 
For  an  instructional  support  category,  PTEs  are  weighted  by  support  duration  and  economy  of 
scale  factors;  for  general  support,  similar  weighting  factors  are  applied.  In  each  case,  the 
institution's  share  of  the  provincial  total  of  weighted  PTEs  in  each  category  determines  the  share 
of  grant.  Adjustment  factors  are  applied  for  vocational,  apprenticeship  and  adult  basic  education 
programming.  A  high  intensity  technology  support  adjustment  is  applied  for  programs  where  this 
is  a  factor.  The  three  components  of  the  allocation  are  combined  and  provided  to  each  institution 
as  a  block  grant,  with  the  onus  on  the  institution  to  deliver  the  level  of  service  associated  with  its 
funded  PTEs. 

The  B.C.  Colleges  and  Institutes  funding  mechanism  is  currently  under  review.  As  well,  the 
Ministry  is  currently  working  with  institutions  to  develop  methods  and  processes  to  better  link 
and  support  the  accountability  activities  underway  in  a  number  of  institutions  with  a  system- wide 
framework. 
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Over  the  past  four  decades  the  evolution  of  the  university  sectors  in  Alberta  and  British  Columbia 
have  run  in  parallel.  Both  created  new  universities  which  have  matured  into  major  Canadian 
institutions  of  higher  education,  both  introduced  and  later  phased  out  intermediary  bodies 
(universities  commissions)  to  deal  with  the  issues  of  equity  funding  among  growing  institutions, 
and  both  used,  at  various  times,  formulas  for  the  allocation  of  block  grants  to  the  universities. 

A  formula  was  used  in  British  Columbia  for  the  years  1978-79  through  1981-82.  This  grant 
allocation  formula  was  essentially  a  buffered  enrollment-driven  funding  mechanism  which  took 
into  account  unique  elements  of  the  system  such  as  the  extra  costs  of  the  trimester  program  at 
Simon  Fraser  University.  Initial  allocations  to  institutions  were  adjusted  post  facto  to  correct 
enrollment  projections  which  fell  above  and  below  the  mark.  Through  most  of  the  1980s, 
including  a  constraint  period  of  several  years,  allocations  were  incremental  adjustments  made  by 
the  ministry  responsible  for  universities,  to  the  institutional  shares  which  resulted  fi^om  the  funding 
formula.  In  1989,  the  Ministry  of  Advanced  Education,  Training  and  Technology  introduced  the 
Access  Program  which  set  1988-89  enrollments  as  base  and  established  a  method  to  fund  the  fliU 
average  costs  of  new  enrollment  as  jointly  negotiated  targets  were  met.  In  1992,  as  earlier  in 
Alberta,  J.  Stefan  Dupre  was  engaged  to  do  an  equity  study  for  the  province  at  the  request  of  the 
University  Presidents'  Council  and  the  Ministry.  He  recommended  a  funding  envelope  framework 
of  some  eight  envelopes  which  were  to  be  all  inclusive  of  the  total  grant. 

The  current  university  funding  mechanism  yields  an  incrementally  adjusted  base  operating  grant 
intended  to  support  specified  enrollments.  There  is  additional  fiinding  for  enrollment  growth, 
development  of  the  new  University  of  Northern  British  Columbia,  pay  equity,  equipment 
replacement,  matching  funds,  both  in  cash  and  debenture  capital,  and  a  variety  of  special  purpose 
grants  including  an  innovation  fund. 

Performance-based  funding  methods:  A  recent  example  is  the  Innovation  Fund,  which  in 
1994-95  was  1%  of  each  institutional  grant  and  reduced  in  1995-96  to  about  0.5%.  The  overall 
mission  of  the  Fund  is: 

"In  collaboration  with  our  system  and  social  partners,  to  foster  a  more  effective  and  efficient 
post  secondary  education  system  through:  system- wide  innovation  and  linkages;  quality  and 
accountability;  accessibility  and  equity;  relevance  and  responsiveness  to  changing  economic, 
technological  and  social  forces,  in  order  that  a  world-class  work  force,  an  informed,  active 
citizenry,  and  creative,  caring  individuals  are  enabled  to  fashion  the  lifelong  learning  culture 
and  organizations  necessary  for  the  knowledge-based  global  economy  of  the  21st  century." 
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Nova  Scotia 

Nova  Scotia  has  had  a  lengthy  history  of  providing  the  bulk  of  institutional  funding  on  the  basis  of 
weighted  enrollment.  Until  1987-88,  funding  was  based  on  weighted  full-time  equivalent 
enrollment,  with  weight  differentiation  by  program  and  level  of  instruction.  The  formula  was 
disbanded  in  1989-90  and  since  then  institutions  have  received  block  funding.  A  small  policy 
envelope  exists,  comprising  less  than  .5%  of  the  overall  provincial  post-secondary  budget,  to 
accommodate  emerging  needs  and  some  indirect  costs  of  research. 

An  intense  discussion  and  review  of  the  funding  mechanism  is  now  underway.  The  province 
proposes  to  implement  a  new  funding  mechanism  using  an  envelope  funding  approach  through 
which  institutions  would  receive  a  basic  grant.  The  calculation  of  this  basic  grant  would  reflect 
the  cost  of  doing  business,  taking  into  account  both  staffing  and  enrollment  levels.  Corridors 
would  be  established  for  each.  Adjustments  to  this  basic  grant  would  occur  if  there  are  breaches 
to  the  corridor  and  if  there  needs  to  be  a  price  adjustment.  The  price  adjustment  would  be  across- 
the-board. 

Performance-based  funding  methods:  In  addition  to  the  basic  grant,  a  performance-based 
envelope  is  proposed  which  would  likely  comprise  between  2%  and  5%  of  the  province's  post- 
secondary  grants.  Several  elements  will  be  considered  in  determining  allocations  from  the 
envelope,  including  public  policy  goals  relating  to  institutional  cost  efficiency,  degree  of 
collaboration,  administrative  savings,  cost-sharing  initiatives,  and  overall  institutional  performance 
determined  by  outcome-based  measures.  Performance  measures  for  this  last  component  have  not 
yet  been  determined. 

Ontario 

Ontario  funds  post-secondary  institutions  through  a  Ministry  of  Education  and  Training  (MET) 
using  funding  mechanisms  which  include  formula  methods  for  the  allocation  of  grants  among 
institutions.  Separate  mechanisms  exist  for  the  colleges  and  universities  sectors. 

The  colleges  sector  consists  of  23  Colleges  of  Applied  Arts  and  Technology  (CAAT).  The  sector 
is  provided  with  an  annual  basic  operating  grant  which  is  set  by  the  government.  The  government 
adjusts  the  size  of  the  operating  grant  each  year  but  not  necessarily  in  any  direct  relationship  to 
enrollment  or  other  volumes,  capacities  or  cost  factors.  Provincial  training  grants  are  provided  to 
colleges  on  a  negotiated  agreement  basis. 

Before  distributing  the  basic  operating  grant  to  colleges,  the  MET  allocates  amounts  to  support 
such  initiatives  as  instructional  equipment,  facilities  renewal,  northern  programs,  special  needs, 
and  other  special  purposes.  The  amount  drawn  from  the  appropriation  for  such  purposes  has 
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grown  from  4%  in  1986-87  to  14%  in  1992-93.  The  balance  is  distributed  among  the  23  colleges 
on  the  basis  of  relative  levels  of  activity  using  a  formula  method  that  reflects  other  expense  and 
cost  factors. 

Levels  of  activity  are  measured  in  funding  units  with  a  full-time  student  in  a  general  business 
program  for  one  year  (two  semesters)  equal  to  one  funding  unit.  Part-time  activity  is  measured  in 
terms  of  student  contact  hours  and  converted  to  equivalent  funding  units.  Relative  costs  in 
various  programs  are  reflected  in  a  weighting  system  used  across  the  province  for  all  college 
programs.  Geographic  and  scale  adjustments  are  made  to  college  activity  bases  to  increase  the 
range  of  programming  offered  by  smaller  and  more  remote  colleges.  These  factors  range  from 
0%  for  the  largest  to  10%  for  the  smallest  institutions,  plus  up  to  20%  for  those  in  the  most 
remote  areas  of  the  province.  In  addition  there  is  a  multi-campus  allowance  (of  up  to  7.5%)  for 
colleges  with  higher  percentages  of  enrollment  located  more  than  80  kilometres  from  their  main 
campus. 

The  CAAT  funding  mechanism  was  implemented  in  1981-82.  To  provide  stability  in  revenue 
levels  and  a  reasonable  planning  horizon  for  adjustments  to  changes,  the  allocation  formula 
included  a  two-year  rolling  average  or  "buffering"  technique  for  calculating  college  activity  bases. 
Although  relative  cost  factors  have  been  added  and  adjusted  over  the  years,  the  most  significant 
change  in  the  mechanism  was  the  addition  of  a  year  to  the  rolling  average  period,  as  a  result  of  a 
consultative  review  of  the  mechanism  in  1991. 

For  the  universities  sector,  Ontario  has  established  an  intermediary  advisory  body,  the  Ontario 
Council  on  University  Affairs  (OCUA)  which  recommends  on  the  funding  of  universities.  The 
OCUA  regulates  support  of  university  academic  programs  by  providing  advice  on  which 
programs  should  be  approved  for  funding  purposes,  and  brings  policy  issues  pertaining  to 
universities  to  the  attention  of  government.  The  OCUA,  at  the  request  of  the  Minister  of 
Education  and  Training,  is  reviewing  the  system  for  distributing  operating  grants  to  Ontario 
universities. 

The  university  system  relies  on  government  grants  for  about  54%  of  its  total  fiinding.  Prior  to 
1967,  operating  grants  were  determined  on  an  incremental  basis.  In  that  year  a  funding 
mechanism  was  introduced  which  relied  heavily  on  what  has  become  known  as  the  "basic  income 
unit"  method.  This  method  is  an  allocation  formula  using  enrollment  weighted  by  a  set  of  factors 
approximating  relative  costs  in  various  program  levels  and  disciplines.  The  formula  features  of 
this  mechanism  remain  in  use  within  two  "envelopes":  the  Formula  (Basic)  Grants  envelope  and  a 
Transition  to  New  Corridors  envelope.  Other  envelopes  include  Research 
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Overheads/Infrastructure  grants,  Mission-Related  Institution- Specific  grants.  Special  Purpose  and 
Faculty  Renewal  grants,  and  a  number  of  other  relatively  small  grant  categories. 

Through  the  Formula  (Basic)  Grants  envelope,  each  institution  receives  a  fixed  share  of  the 
system's  Basic  Operating  Income  (which  includes  formula  grants  plus  government-set  tuition  fees) 
so  long  as  its  five-year  moving  average  of  weighted  enrollment  (Basic  Income  Units)  remains 
within  3  per  cent  of  the  level  of  enrollment  associated  with  its  share  as  established  in  1986.  This 
establishes  a  "corridor"  within  which  funding  is  insensitive  to  enrollment  change.  A  decrease  in 
an  institution's  five-year  moving  average  enrollment  to  a  level  below  the  floor  of  its  corridor  will 
result  in  decreased  funding.  However,  institutions  do  not  necessarily  receive  new  funding  if 
enrollment  goes  above  the  corridor.  This  event  triggers  a  review  and  negotiation  for  a  higher 
institutional  corridor  level  if  government  is  willing  to  support  higher  levels  of  enrollment. 

In  recognition  of  significant  enrollment  growth  since  1986  (the  corridor  base  year)  supplemental 
formula  funding  is  allocated  through  the  Transition  to  New  Corridors  envelope.  This  envelope 
was  introduced  in  1989-90  and  involved  a  renegotiation  of  university  corridor  levels. 

The  Research  Overheads/Infrastructure  envelope  provides  grant  support  in  recognition  of  the 
overhead  costs  of  sponsored  research.  Funding  through  this  envelope  is  allocated  on  the  basis  of 
an  institution's  share  of  a  three-year  moving  average  of  peer  adjudicated  research  grants  from  the 
Natural  Science  and  Engineering  Research  Council,  the  Medical  Research  Council  and  the  Social 
Sciences  and  Humanities  Research  Council. 

Approximately  93%  of  university  funding  is  provided  through  the  envelopes  to  support 
instruction,  research  infrastructure,  public  and  community  services,  academic  support  and  student 
services,  general  administration  and  overhead,  plant  maintenance  and  other  operational 
expenditure.  These  funds,  plus  an  additional  3  percent  from  other  envelopes,  are  provided  as 
"block  grants"  which  enable  each  institution  to  budget  and  expend  funds  in  accordance  v^th 
institutional  plans  and  priorities.  Less  than  4  per  cent  of  Ontario's  university  operating  funding  is 
tied  to  specific  expenditures. 

Performance-based  funding  methods:  Although  Ontario's  funding  mechanisms  do  not  include 
specific  performance  funding  methods,  some  of  the  factors  applied  in  the  colleges  formula,  and 
some  of  the  "envelopes"  in  the  universities  mechanism  appear  to  serve  purposes  similar  to  those 
of  performance  funding  methods  in  some  other  jurisdictions. 

Other  Provinces 

Reports  fi^om  other  provinces  indicate  that  changes,  where  anticipated,  are  not  as  significant  as 
those  described  in  the  above. 
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Manitoba's  funding  mechanism  incorporates  a  block-funded  incremental  process.  No  major 
changes  are  anticipated  in  the  near  future. 

In  New  Brunswick  funding  is  allocated  on  the  basis  of  an  enrollment  weighted  formula.  The 
funding  formula  was  introduced  in  the  1970s  and  modified  throughout  the  1980s.  The  formula 
was  disbanded  owing  to  limited  resources,  but  was  recently  reintroduced  for  the  1995-96  fiscal 
year.  In  general,  each  institution  receives  75%  of  the  funding  it  received  in  the  previous  year. 
The  remaining  25%  is  allocated  on  the  basis  of  an  enrollment  weighted  formula,  with  differential 
weights  for  both  program  and  level  of  study.  If  a  price  adjustment  factor  is  applied,  it  is  not 
applied  differentially  but  across-the-board.  There  is  also  a  three-year  moving  average. 

Allocation  of  funding  in  Newfoundland  is  made  following  a  detailed  review  of  each  institution's 
requirements.  Increases  or  decreases  are  differential  and  based  on  unique  circumstances.  While  a 
change  in  this  process  is  not  contemplated,  the  ministry  has  initiated  a  review  of  its  accountability 
framework  and  of  program/course  costing  to  determine  direct  and  indirect  costs  for  selected 
program  areas.  It  is  anticipated  that  institutions'  audited  financial  statements  will  be  supplemented 
by  program-costing  data. 

Funding  allocations  in  Prince  Edward  Island  follow  incremental  line  item  budgeting  and  are 
negotiated  individually  with  the  institution.  No  changes  are  anticipated  in  the  near  term. 

Saskatchewan's  funding  allocations  to  institutions  are  provided  through  a  block-funded 
incremental  process.  No  changes  are  anticipated  to  the  present  process.  The  ministry  is 
developing  a  fiinding  formula  for  distributing  capital  renewal  grants,  based  on  square  footage, 
enrollment  and  other  factors. 
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Appendix  2:  ELEMENTS  of  the  CHARGE  FROM  the  MINISTER 

-  The  Challenge 


Minister's  Letter  to  Board  Chairmen  -  December  22,  1994 
Dear 

In  New  Directions  for  Adult  Learning  in  Alberta  the  department  committed  under  strategy  3.3  to 
"provide  funding  to  post-secondary  institutions  through  a  new  mechanism  that  rewards  an 
institution's  performance  in  providing  accessibihty,  quality  and  relevance  to  the  needs  of  the 
learner  at  the  lowest  possible  cost.  The  funding  mechanism  will  be  implemented  in  the  1996-97 
fiscal  year".  In  order  to  develop  a  new  funding  mechanism  "expected  results  must  be  determined, 
indicators  of  performance  developed  and  performance  data  defined  and  collected". 

The  latter  two  activities  have  been  underway  for  some  time.  The  colleges,  technical  institutes  and 
the  universities  have  agreed  with  the  department  on  the  areas  in  which  performance  can  be 
measured.  As  well  the  department  has  set  out,  with  the  assistance  of  an  independent  consultant, 
to  develop  common  reporting  requirements,  consistent  data  definitions  and  costing  models  that 
can  be  used  to  compare  institutional  program  costs.  Now  that  a  significant  amount  of  work  has 
been  done  to  identify  performance  measures  and  develop  preliminary  data  definitions,  we  are  at 
the  point  where  fiinding  mechanism  options  can  be  explored. 

The  department,  with  the  assistance  of  a  consultant  will  be  developing  a  framework  document 
exploring  a  number  of  funding  mechanism  principles  and  options  that  could  be  considered  in  the 
Alberta  context.  It  is  expected  that  we  would  release  this  document  about  April  1,  1995.  The 
department  will  then  embark  on  a  consultation  process  during  April,  May  and  June  which  will 
include  discussions  at  each  institution  with  institutional  stakeholders.  Your  role  in  this  process  is 
critical  to  our  success. 

Following  this  consultation,  a  preferred  funding  mechanism  option  will  be  developed.  This  option 
will  undergo  a  further  consultation  when  it  is  presented  to  my  first  annual  Adult  Learning  Forum 
which  I  plan  to  hold  in  October  1995.  After  this  consultation,  we  will  finalize  the  funding 
mechanism  and  begin  its  implementation  in  the  1996-97  fiscal  year. 
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Page  Two 


To  ensure  that  we  have  a  full  set  of  funding  mechanism  options  for  the  public  consultation  in  the 
spring  I  would  like  your  assistance  in  developing  the  array  of  options  to  be  considered.  I  would 
ask  you  and  your  colleagues  to  develop  and  propose  any  funding  mechanism  principles  and 
options  that  you  think  would  be  suitable  for  the  post-secondary  system  in  Alberta.  These  could 
range  from  individual  institution  submissions  to  proposals  with  system-wide  support.  In  return  I 
commit  to  you  that  your  proposals  will  be  included  with  our  framework  document  for  public 
discussion  in  April.  Submissions  should  be  forwarded  before  March  15,  1995. 

We  have  set  an  ambitious  goal  within  very  short  time  lines.  However,  I  am  confident  that,  with 
your  help,  we  will  be  able  to  develop  a  new  funding  mechanism  that  strengthens  our  system  and  at 
the  same  time  establishes  a  direct  and  visible  relationship  between  performance  and  funding. 

Sincerely, 

Jack  W.  Ady 
Minister 
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Deputy  Minister's  Letter  to  Institutional  Presidents  and  Stakeholders  -  February  17,  1995 


Dear 

On  December  22,  1994,  the  Minister  announced  the  approach  that  we  are  taking  to  meet  our 
commitment  to  develop  a  new  funding  method  as  called  for  in  New  Directions  for  Adult 
Learning  in  Alberta,  At  that  time,  he  indicated  that  we  would  be  using  an  external  consultant  to 
help  us  with  this  initiative. 

I  am  pleased  to  inform  you  that  we  have  engaged  Dr.  Bernard  S.  Sheehan  who  is  recognized  as  an 
international  expert  in  the  field  of  institutional  research  and  analysis,  particularly  in  the  area  of 
institutional  fimding  and  planning.  Professor  Sheehan  has  had  extensive  Alberta  experience  at  the 
institutional  and  system  level.  In  fact,  the  1977  publication  "A  Financial  Plan  for  Alberta  Colleges 
and  Universities:  Recommendations  and  Research  Results"  for  which  he  was  the  principal 
consultant  and  author  is  still  regarded  as  one  of  the  key  resources  for  the  development  of  post- 
secondary  funding  processes  in  Alberta.  Dr.  Sheehan  is  currently  Associate  Vice-President, 
Computing  and  Communications  at  the  University  of  British  Columbia. 

Dr.  Sheehan  will  guide  a  team  which  will  include  departmental  resource  people 
and  Mr.  Barry  Snowden  who  is  currently  involved  with  the  Information  Reporting  and  Exchange 
Project.  The  team's  initial  task  will  be  to  prepare  a  paper  which  explores  principles  and  options 
that  can  be  considered  in  the  Alberta  context.  In  this  regard  we  have  attached  a  draft  document 
which  outlines  our  preliminary  thoughts  about  the  context,  principles  and  constraints  that  we  see 
as  being  relevant  to  funding  methods  and  processes  and  that  we  would  propose  at  the  outset  of 
this  effort.  Your  comments  and  observations  regarding  these  matters,  and  suggestions  for 
amendments  and  additions  are  requested  and  will  be  very  welcome. 

...12 
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With  Dr.  Sheehan's  involvement,  we  have  had  an  opportunity  to  review  the  process  that  was 
originally  proposed.  The  initial  time  lines  called  for  an  options  paper  to  be  completed  and  made 
public  by  April  1,  1995.  We  have  now  adjusted  the  release  date  for  this  document 
to  May  15,  1995  to  enable  an  initial  cycle  of  consultation  about  the  principles  upon  which  funding 
methods  and  processes  should  be  based  and  the  context  within  which  they  will  operate.  We  want 
to  incorporate  your  feedback  about  the  principles,  as  well  as  your  proposals  for  funding  processes 
into  the  drafting  of  the  options  paper,  which  will  occur  between  March  15  and  May  15,  1995. 
This  will  allow  time  in  May  and  June  for  institutional  consultations  prior  to  the  development  of 
recommendations  that  the  Minister  would  take  to  his  colleagues  in  late  summer.  These 
consultations  are  still  expected  to  include  discussions  with  institutional  stakeholders. 

Your  advice  and  support  are  vital  in  meeting  the  challenge  of  developing  a  new  way  to  allocate 
resources  to  institutions  that  both  rewards  performance  and  maintains  the  strengths  and  stability 
of  our  current  system. 

Sincerely, 


Lynne  Duncan 
Deputy  Minister 

LD/jw 
Attachment 

c.c.   Honourable  Jack  W.  Ady 
Dr.  Bernard  Sheehan 
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AECD 
February  16,  1995 

FUNDING  METHODS  OPTIONS 
Context,  Principles,  Objectives  &  Constraints 

One  of  the  four  goals  set  out  in  "New  Directions  for  Adult  Learning  in  Alberta"  is  affordability  - 
providing  quality  learning  opportunities  to  the  greatest  number  of  Albertans  at  the  lowest  cost  A 
key  strategy  for  achievement  of  this  goal  is  the  development  of  a  funding  method  which  rewards 
performance  and  productivity  in  publicly  supported  post-secondary  education.  The  department  is 
committed  to  funding  through  processes  that  reward  institutional  performance  in  providing  quality 
programs  that  are  accessible  and  responsive  to  the  learner  and  affordable. 

Context 

1.  Budget  '93  and  a  series  of  government-wide  and  departmental  initiatives  requiring  new 
approaches  to  planning,  funding  and  delivery  of  all  provincial  flinded  programs  and  services. 

2.  The  implementation  of  a  comprehensive  accountability  framework  that  articulates  policy  goals 
and  responsibilities,  specifies  expected  outcomes  and  performance  measures,  requires 
systematic  reporting  on  results,  and  includes  evaluation  and  feedback  in  an  annual  planning 
cycle. 

3.  The  introduction  of  three  year  business  planning  cycles  with  emphasis  on  long  term  goals  and 
program  objectives,  spending  targets  that  match  government's  financial  plan,  and  specific 
means  to  measure  results. 

4.  A  renewed  mission  for  post-secondary  education  and  training  that  incorporates  the  following 
goals: 

•  Accessibility 

Affordability  to  learners,  employers  and  taxpayers 
Responsiveness  to  economic,  social  and  cultural  needs 
Accountability  of  providers  for  outcomes 

5.  A  number  of  challenges  for  the  province  and  for  institutions  including: 

Increasing  numbers  of  learners 
Changing  characteristics  of  learners 
Changing  economic  circumstances 
Shifting  emphases  in  social  policy 
Changing  delivery  mechanisms 
Limited  public  resources 


69 


6.  A  series  of  strategies  set  out  in  New  Directions  for  achieving  system  goals  and  meeting  the 
challenges. 

Because  the  government  is  focusing  on  results  and  holding  program  and  services  providers 
accountable  for  achieving  those  results,  there  needs  to  be  clear  understanding  and  agreement  on 
what  results  are  expected,  and  processes  to  arrive  at  both. 

Principles  and  Objectives 

An  effective  funding  mechanism  is  likely  to  include  a  combination  of  methods  and  processes  that 
address  and  respond  to  a  number  principles  and  related  objectives.  From  another  perspective, 
these  principles  and  objectives  can  be  useful  as  criteria  in  the  creation,  review  and  evaluation  of 
alternative  methods  and  processes.  Some  of  the  principles  and  objectives  identified  in  the 
following  are  likely  to  be  regarded  by  institutions  as  more  important  or  deserving  higher  weight 
than  others.  Another  set  of  these  principles  may  be  seen  by  government  to  be  fundamentally 
important.  No  solution  will  satisfy  all  criterion  preferences  equally.  Therefore,  discussion  and 
consultation  about  principles  and  objectives  is  an  important  first  step.  The  following  are 
suggested  as  a  starting  point: 

1 .  Affordability,  providing  quality  learning  opportunities  to  the  greatest  number  of  learners  at 
the  lowest  effective  cost. 

2.  Accessibility,  increasing  access  for  motivated  Albertans  to  a  diverse  range  of  quality  learning 
opportunities. 

3.  Accountability,  requiring  linkages  to  quantifiable  and  measurable  factors  (goals,  objectives, 
outputs,  and  outcomes),  within  the  context  of  responsible  governance. 

4.  Productivity,  to  provide  incentives  for  performance  improvement  and  for  the  achievement  of 
policy  objectives  and  desired  outcomes. 

5.  Predictability,  to  assist  and  encourage  institutional  and  governmental  planning  efforts 
constant  with  White  Paper  and  AECD  business  plan  constraints  and  horizons. 

6.  Stability,  to  dampen  short  term  fluctuations  in  institutional  revenues. 

7.  Equity,  resulting  in  fairness  of  allocations  among  institutions,  recognizing  at  least  the 
following  factors: 

•  intended  differences  in  missions,  mandates  and  programming 

•  institutional  size  and  location  (size  of  service  area  in  relation  to  program 
mandate) 

changing  levels  of  activity  and  service. 

8.  Quality,  encouraging  qualitative  as  well  as  quantitative  considerations  in  academic  and 
financial  planning. 
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9.  Practicality,  avoiding  technical  complexity,  and  enabling  explanation  and  understanding  by 
system  stakeholders  and  the  general  public;  permitting  implementation  and  maintenance 
without  inordinate  cost  or  burden  of  effort  for  institutions  or  AECD. 

Purpose  of  the  Alberta  Funding  Mechanism 

The  purpose  of  a  funding  mechanisms  for  post-secondary  education  is  to  inform  traditional 
government  decision  making  processes  which  result  in  the  distribution  of  available  resources  to 
institutions  and  other  providers  on  the  basis  of  current  circumstances,  including  the  commitments 
in  New  Directions  as  well  as  the  judgments  and  experience  of  participants  in  the  process.  Such  a 
funding  mechanism  should  reward  performance  and  productivity  in  publicly  supported  post- 
secondary  education. 

Constraints  in  the  Alberta  Context 

In  addition  to  principles  and  objectives  which  are  the  underlying  basis  upon  which  a  funding 
mechanism  operates  and  is  established,  there  are  a  number  of  operational  and  practical  constraints 
within  the  Alberta  context  that  need  to  be  acknowledged: 

1.  The  selected  methods  cannot  be  "open-ended".  They  are  not  intended  to  be  used  to 
determine  "required"  funding  levels  or  the  total  amount  of  funding  available  to  the  system,  but 
rather  to  determine  allocation  and  distribution  of  the  total  level  of  funding  among  sectors  and 
institutions. 

2.  The  selected  methods  needs  to  be  as  effective  in  periods  of  decline  in  overall  funding  levels 
(e.g.,  the  current  business  plan  period)  and  periods  of  funding  stability,  as  it  is  under 
conditions  of  funding  grovv^h. 

3.  The  selected  methods  and  processes  need  to  build  upon  historical  and  current  methods,  and 
existing  systems  and  experience  wherever  possible. 

4.  The  selected  methods  will  need  to  be  adaptable  with  features  that  deal  with  changing 
circumstances  that  are  sometimes  unforeseen.  They  will  also  need  features  that  facilitate 
changes  related  to  policy  goals  and  directions. 

5    The  selected  methods  need  to  accommodate  institutional  differences  owing  to  size,  location, 
mandate  and  other  factors. 
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Appendix  3:  Institutional  Feedback  on  Funding  Methods 


In  December  1994,  the  Minister  of  Advanced  Education  and  Career  Development  invited 
Alberta's  public  post-secondary  institutions  to  develop  and  propose  principles  and  options  for 
funding  mechanisms.  In  February  1995,  the  Deputy  Minister  sent  an  outline  draft  of  a  paper  to 
institutional  presidents  and  other  stakeholders,  with  a  request  for  feedback  on  funding  mechanism 
principles  and  an  invitation  to  make  proposals  for  funding  processes. 

Responses  were  received  from  twelve  institutions,  two  student  associations  and  two  faculty 
associations.  The  feedback  is  categorized  into  three  main  areas:  project  process,  principles  and 
objectives,  and  proposals.  A  summary  of  their  comments  follows. 

Project  Process 

Several  institutions  identified  the  need  to  evaluate  and  revise  any  new  funding  mechanism  after 
three  to  five  years  and  to  review  the  mechanism  on  a  regular  cycle  to  ensure  that  it  continues  to 
accommodate  changing  circumstances.  Some  noted  this  in  response  to  principles,  such  as  the 
need  for  responsiveness,  stability,  predictability  or  adaptability.  One  institution  proposed  the 
establishment  of  a  task  force  to  guide  development  of  a  new  funding  mechanism.  Another 
suggested  a  delay  of  one  year  in  implementation,  to  ensure  careful  planning  and  review  of 
methods  and  processes,  and  to  permit  consultation  with  institutions  prior  to  implementation. 

Principles  and  Objectives 

In  general,  there  seemed  to  be  a  concurrence  with  the  principles  proposed  in  the  outline  draft. 
The  following  principles  were  discussed  and  comments  raised,  several  by  a  number  of  institutions: 

Simplicity:  To  facilitate  understandability  and  administration,  technical  complexity  should  be 
avoided;  methods  should  be  related  explicitly  to  understandable  goals  and  objectives. 

Equity:  A  funding  mechanism  should  take  account  of  institutional  differences  and  allocate 
funding  in  a  fair  and  equitable  manner. 

Equalizing  Geographic  Differences:  A  funding  mechanism  should  recognize  differences  in 
costs,  advantages  or  disadvantages  or  other  factors  owing  to  geographical  position. 

Using  Qualitative  as  well  as  Quantitative  Measures:  Since  institutional  performance 
cannot  be  evaluated  entirely  through  use  of  quantitative  measures,  qualitative  factors  must 
also  come  into  play. 

Comparability:  Establishing  consistent  definitions  and  classification  structures  across 
institutions  and  sectors  is  fundamental. 
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Additional  principles  included  ensuring  institutional  autonomy,  supporting  greater  diversity, 
encouraging  innovation,  facilitating  cooperation  and/or  collaboration.  It  was  suggested  that  the 
four  New  Directions  goals  not  be  included  with  the  principles  or  criteria,  but  rather  be  left  to 
stand  as  goals. 

Proposals 

There  was  near  unanimous  support  for  a  mechanism  that  included  a  block  grant  for  allocating 
most  of  the  funds.  Other  responses,  which  did  not  provide  a  recommendation  for  a  funding 
option,  appeared  to  support  this  concept  when  discussing  the  principles.  Continuing  to  allocate 
the  bulk  of  funding  in  a  block  grant  was  an  implicit  assumption  in  responses  that  discussed  the 
principles  of  predictability  and  stability,  which  appeared  to  rank  high  among  the  principles 
addressed.  A  number  of  references  were  also  made  to  buffering  policies,  including  the  use  of 
multi-year  moving  averages  where  enrollment  or  related  measures  might  be  a  determinant. 

There  were  also  proposals  for  methods  that  used  marginal  or  "envelope"  funding  to  reward 
institutions  for  performance,  and  envelopes  to  accommodate  specific  purposes  and  policy 
directions  of  the  government.  Of  those  responses  that  provided  further  detail,  there  appeared  to 
be  consensus  that  a  performance  funding  envelope  containing  about  two  per  cent  of  the  total 
government  funding  available  to  institutions  could  be  effective,  and  that  other  performance-related 
envelopes  (e.g.,  the  Access  Fund)  might  contain  up  to  five  per  cent.  Other  suggestions  for 
specifically  targeted  funding  included  capital  funding,  pilot  projects,  technology  and  innovative 
initiatives. 

A  tabulated  summary  of  institutional  responses  follows. 
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Appendix  4:  INFORMATION  REPORTING  and  EXCHANGE  PROJECT 


Funding 
Allocation 
Method(s) 


Comnion 
Inforniation 
System 


Key 
Performance 
Indicators 


Program 
Costs  & 
Costing 


3  Year 
Business 
Plans 


Policy 
Maintenance 
&  Review 


Information  Reporting  and 
Exchange  Project 

Review  current  systems/methods 
"State  of  the  art"  •  other  jurisdictions 
Review  Stats  Can  &  other  rqmts 
Identify  problems  &  deficiencies 

Establish  inventory  -  current  &  needs 
Determine  common  requirements: 

-  definitions     -  formats 

-  classification  structures 

-  methods       -  procedures 
Identify  principles  &  policies 
Establish  "core"  info  elements 
Test  "prototypes" 

Prepare  "field  review"  documents 

Implement  definitions,  formats  & 

proceudres  for  "1  st  cycle" 
Provide  advice,  training  &  assistance 

to  institutional  &  AECD  staff 
Prepare  "final"  documentation 
Implement  technology  infrastructure 
Develop  "maintenance"  model 


Electronic 
Applications 
Service 


"TEDr 
Project 
(Education) 


Operational 
Monitoring 
Requirements 


II 


Common  Definitions 

and  Formats  for 
Information  Reporting 
and  Exchange 


I 
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Appendix  5: 


Alberta's  Public 
Post-Secondary 
Institutions 


High  Level  • 

Fairviaw  College 
-  Regional  Oflioe 


Fort  Chipewyan 

Keyano  College 
-  Regional  Ofnoe 


•  Fort  Vermilion 

Fairview  College 
-  Regional  Office 


La  Crete 

Fairview  College 
-  Regional  Office 


Fairview 

Fairview  College 


•  Peace  River 

Fairview  College 
-  Regional  Office 


Fort  McMurray 

1  Keyano  College 

2  Athabasca  University 
-  Regional  Office 


Grouard 

Aberta  Vocational  College 
-  Lesser  Slave  Lake 


•  Grande  Prairie 

Grande  Prairie  Regbnal  College 


Slave  Lake 

Alberta  Vocational  College 
-  Lesser  Slave  Lake 


Athabasca  * 

Athabasca  University 


Edmonton 


•     University  of  Altierta 


Athzibasca  University 

-  Northern  Regional  Office 


Lac  La  Biche* 

Alberta  Vocational  College 


Bonnyville  * 

LakelarxJ  College 
-  Regional  Office 


Col< 


Lake 


St.  Paul 

Lakeland  CoUege  (Reg.  Ofice) 


•  Lakala  id  College  (Reg.  Office) 

•  Grai  id  Centre 

LakBli  Id  College  (Reg.  Office) 

•  Fort  Kent 

I  College  (Reg.  Office) 


Lakelai 


Edmonton 


Vegreville  • 

Lakeland  College 
-  Regional  Office 


Vermilion 

Lakeland  College 


^   •  Ponoka 

College  Heights  •     Alberta  Hospital 
Canadian  Union  College  *     -  Ponoka  School 
of  Nursing 

Red  Deer  • 

Red  Deer  College 


Calgary 


•  The  University  of  Calgary 

•  Athabasca  University 

-  Southern  Regional  Office 


Camrose  • 

Augustana  University  College ' 


Wainwright 

Lakeland  College 
-  Regional  Office 


Lloydminster 

Lakeland  College 


Calgary 


Brooks  • 

Medicine  Hat  College 
-  Brooks  Campus 


Medicine  Hat* 

Medicine  Hat  CoHege 

Lethbridge 

1  The  University  of  Lethbridge 

2  Lethbridge  Community  College 


Private  Colleges  that  receive  operating  grants  from  the  department 


Appendix  6:  STATISTICAL  INFORMATION 


Table  1     ENROLMENT  at  ALBERTA  POST-SECONDARY  INSTITUTIONS 

-  1973-74  to  1993-94 

Table  2    ENROLMENT  GROWTH  and  ENROLMENT  FUNDING 
at  Alberta  Post-Secondary  Institutions  -  1982-83  to  1991-92 

Table  3    PROGRAM  COMPLETERS  at  Alberta  Post-Secondary  Institutions 

-  1991-92  to  1993-94 

Table  4    OPERATIONS  GRANTS  and  EXPENDITURES  at  Alberta 
Post-Secondary  Institutions  -  1988-89  and  1993-94 

Table  5     UNRESTRICTED  INSTITUTIONAL  OPERATIONS  REVENUES 
at  Alberta  Post-Secondary  Institutions  -  1993-94 

Table  6     SUMMARY  of  GRANTS  to  ALBERTA  POST-SECONDARY 
INSTITUTIONS  -  1985-86,  1990-91  and  1995-96 

Table  7     SUMMARY  of  FUNDING,  ENROLMENT  and  STAFFING 
at  Alberta  Institutions  -  1994-95  and  1995-96 


89 


Table  1 

ENROLMENT  at  ALBERTA  POST-SECONDARY  INSTITUTIONS 


1973-74 

1978-79 

1983-84 

1988-89 

1993-94 

Alberta 

21,501 

"ta  OC7 
2d,2o/ 

07  ftOO 

27,932 

29,939 

Calgary 

1  o,^Z/ 

|9,9  1  1 

91  R79 

Lethbridge 

1  ,OOv7 

%3,U09 

0,D  lU 

4  71 1 

Athabasca 

7Afi 

0,904 

tsaniT  oenire 

97^; 
Zi  0 

941 
Z4  1 

OD,9D  1 

•♦9,0*t*l 

04,90i£ 

DU,49D 

Change 

OQO/ 

*3/10/ 

o4yo 

n  70 

"1  no/ 
lUvo 

ACA 

Doo 

/2o 

D/4 

Falrview 

o7o 

-7-70 

778 

A    H  00 

1,123 

944 

Grande  Prairie 

/  oU 
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1,  /oo 
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2,4o2 

0  CC"7 

3,00/ 

y|  70C 
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c  000 

0,283 

Keyano 
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955 
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Lakeland 

OOl 

<t  Oil 

1,124 

1,442 

1,488 

Lethbridge 

1,  /UO 
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2,000 

o,d4/ 

3,o13 

mcCIICiric  rial 

1  ,ouu 

z,  1 00 

9  n*^4 

iviourii  lAoyai 

4  7fi9 

0,U9D 

\J\QS 

ooo 

9U 1 

9O9 

^,  900 

*t,D*t9 

Q9n 

1  Oiai  9,U^D 

1 0,9  /  O 

9ft  997 

97  9i;n 

,ZOU 
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oUvo 

ODVO 

OQO/ 
00% 

00/ 

-3% 

TFCHMIPAL  INSTITUTES  Ml 

INMI  1  [OJ 

7  9*^0 

ft  '^Rl^ 
0,000 

Q  nft4 

9,UD't 

ft  R99 

O  AIT 
oAl  1 

o,nyn 

fi  Ql  -1 

D,o19 

Vvcblcrid  [^J 

lOiai  9,990 

17  noQ 

1  /  ,UZ9 

17  R97 
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O/ 70 

OCO/ 

2o% 
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0% 

00/ 
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1  00 
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■^l 
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Z9U 
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1  nftR 
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9  ^09 
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Change 
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OOVO 

00% 
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Al  RPPTA  X/r^r'ATIOMAI   f^Ctl  1  P^^PQ  TAl 
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'^9ft 
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AVC  -  Edmonton 

2,040 

4,  /Dl 

Mvv,^  -  uac  La  Dicne 
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Total  5,255 

4,187 

6,301 

9,210 

10,557 

Change 

-20% 

50% 

46% 

15% 

HOSPITAL-BASED  SCHOOLS  OF  NURSING  [3] 

Total  850 

est. 

1,143 

1,438 

1,533 

730 

Change 

34% 

26% 

7% 

-52% 

GRAND  TOTAL  54,497 

est. 

70,252 

96,875 

114,061 

117,618 

Change 

29% 

38% 

18% 

3% 

NOTES: 

1  Public  collges  and  technical  institutes  were  the  first  to  start  reporting  with  a  new  enrolment  reporting  system.  The 
1989-90  and  subsequent  enrolment  data  for  these  sectors  are  based  on  the  new  system  and  are  not  comparable 
with  prior  years. 

2  Westerra  amalgamated  with  NAIT  July  1990. 

3  Starting  in  1991,  the  Edmonton  Collat)orative  Nursing  Program  was  implemented  and  students  choosing  to 
complete  a  baccalaureate  program  became  U  of  A  students.  In  1993-94  the  Calgary  Conjoint  Nursing  Program 
was  implemented  and  1st  year  Foothills  Hospital  students  became  U  of  C  students.   In  1991-92,  students 
registered  in  year  1  at  UAH  are  U  of  A  students;  then  in  1992-93,  students  registered  in  years  1  and  2  of  Nursing 
at  UAH  are  U  of  A  students.  In  1993-94  all  students  registered  at  UAH  are  U  of  A  students. 

4  Total  includes  enrolment  in  APITC  which  ceased  its  operations  in  July  1987. 

5  Beginning  Fall  1993,  NAIT  changed  the  date  for  counting  students  in  continuing  education  programs  to  be 
consistent  with  regular  day  programs.  Subsequent  data  are  not  comparable  to  prior  years. 


Source:  Alberta  Advanced  Education  and  Career  Development,  May  1995. 


ENROLMENT  GROWTH  and  ENROLMENT  FUNDING 

at  Alberta  Post-Secondary  Institutions 


-  1982-83  to  1991-92 


Table  2 


Enrolment 

Growth  Enrolment 

(FTE)  Funding 

UNIVERSITIES 

University  of  Alberta                                                      5.249  4,954,644 


University  of  Calgary 

5,838 

5,510,656 

University  of  Letlibridge 

1,615 

1,524,402 

Athabasca  University 

1,750 

1,651,751 

Total 

14,451 

$13,641,453 

PUBLIC  COLLEGES 

Alberta  College  of  Art 

17 

16,000 

Fairview  College 

526 

496,965 

Grande  Prairie  Regional  College 

805 

760,195 

Grant  MacEwan  Community  College 

1,790 

1,690,046 

Keyano  College 

508 

479,379 

Lakeland  College 

737 

695,316 

Lethbridge  Community  College 

1,099 

1,037,392 

Medicine  Hat  College 

1,034 

975,676 

Mount  Royal  College 

1,506 

1,421,695 

Olds  College 

260 

245,056 

Red  Deer  College 

1,797 

1,696,492 

Total 

10,079 

$9,514,212 

TECHNICAL  INSTITUTES 

Northern  Alberta  Institute  of  Technology 

718 

678,104 

Southern  Alberta  Institute  of  Technology 

536 

505,973 

Total 

1,254 

$1,184,077 

ALBERTA  VOCATIONAL  COLLEGES 

Alberta  Vocational  College  -  Calgary 

757 

714,566 

Alberta  Vocational  College  -  Edmonton 

601 

567,787 

Alberta  Vocational  College  -  Lac  La  Biche 

190 

179,792 

Alberta  Vocational  College  -  Lesser  Slave  Lake 

275 

259,361 

Total 

1,824 

$1,721,506 

PRIVATE  COLLEGES 

Augustana  University  College 

379 

357,997 

Canadian  Union  College 

116 

109,842 

Concordia  College 

856 

808,064 

The  King's  University  College 

197 

186,374 

Total 

1,549 

$1,462,277 

Total  Enrolment  Growth  &  Funding 

29,156 

$27,523,525 

Source:  Alberta  Advanced  Education  and  Career  Development,  May  1995. 


Table  3 


PROGRAM  COMPLETERS 

at  Alberta  Post-Secondary  Institutions  -  1991-92  to  1993-94 


1991-92  1992-93  1993-94 


UNIVERSITIES 


Alberta 

6,207 

6,128 

6,331 

Calgary 

4,073 

4.165 

4.243 

Lethbridge 

654 

796 

891 

Athabasca 

149 

162 

201 

Total 

11,083 

11,251 

11,666 

PUBLIC  COLLEGES  [1] 

ACA 

98 

111 

104 

Fairview 

372 

385 

393 

Grande  Prairie 

448 

452 

479  p 

Grant  MacEwan 

1.021 

1,117 

840 

Keyano 

628 

654 

629 

Lakeland 

425 

456 

539 

Lethbridge 

503 

738 

563 

Medicine  Hat 

287 

381 

268 

Mount  Royal 

1,026 

1,032 

1,264 

Olds 

309 

342 

340 

Red  Deer 

861 

802 

808 

Total 

5,978 

6,470 

6,227 

TECHNICAL  INSTITUTES 

NAIT 

2,881 

2,934 

2,631 

SAIT  [2] 

1,703 

1,901 

1,846 

Total 

4,584 

4,835 

4,477 

HOSPITAL  BASED-SCHOOLS  OF  NURSING 

Alberta  Hospital  -  Ponoka 

43 

41 

41 

Foothills 

103 

108 

99 

Misericordia 

69 

73 

13 

Royal  Alexandra 

100 

98 

39 

Uof  A 

138 

168 

19 

Total 

453 

488 

211 

VOCATIONAL  COLLEGES 

Calgary 

590 

469 

587 

Edmonton  [3] 

3,858 

3,690 

3,342 

Lac  La  Biche 

324 

333 

346 

Lesser  Slave  Lake 

251 

267 

333 

Total 

5,023 

4,759 

4,608 

GRAND  TOTAL  27,121  27,803  27,189 

Notes: 

Program  Completers  include: 

a.  those  who  graduate  from  programs  which  grant  official  certification  like  degrees,  diplomas  and  certificates. 

b.  those  who  complete  the  requirements  of  programs  which  do  not  offer  any  certification 
Completers  of  apprenticeship  programs  are  not  included. 

Some  institutions  report  all  students  who  have  completed  their  program  requirements  while  others  report  only 
those  who  have  applied  to  graduate. 

1.  Source:  Common  Information  System  (CIS)  starting  in  1989-90. 

2.  Source:  Common  Infonnation  System  (CIS)  starting  in  1 992-93. 

3.  Includes  completers  for  programs  that  may  not  be  reported  by  the  other  AVCs.  Numbers  include  only 
program  completers,  not  course  completers. 

p  =  Preliminary 


OPERATIONS  GRANTS  and  EXPENDITURES 

at  Alberta  Post-Secondary  Institutions 


1988-89  and  1993-94 


Table  4 


1988-89 

1993-94 

Operations 

Total 

O.G.  as 

Operations 

Total 

O.G.  as 

Grant 

Expenditures 

VoofO.E. 

Grant 

Expenditures 

%ofO.E. 

UNIVERSITIES 

Alberta 

231.770.674 

462,793.000 

50% 

269.773.305 

545.315.000 

49% 

Calgary 

140.420,782 

287,950.000 

49% 

169.413,956 

357,186,000 

47% 

Lothbridge 

26.461 .246 

42.231 .000 

63% 

36,115,158 

55,281,000 

65% 

14.548.244 

21 ,828,697 

67% 

17,764.837 

26,044,767 

68% 

Total 

413,200,946 

814,802,697 

51% 

493,067,256 

983,826,767 

50% 

Banff  Centre 

12,365.250 

31,501,404 

39% 

14,356.946 

31,644,545 

45% 

PURI  IC  COLLEGES 

ACA 

5,364.154 

6,523,708 

82% 

6.753.413 

8,440.088 

80% 

Fairview 

10,091.232 

14,616,103 

69% 

12.397,938 

16,818,938 

74% 

Grande  Prairie 

10.673.128 

15.487,091 

69% 

15,817,903 

23.050.040 

69% 

Grant  MacEwan 

22.763.855 

37.548,470 

61% 

28,205,257 

58.912.836 

48% 

14,116.718 

22,136,877 

64% 

17,611,307 

25,321 ,848 

70% 

Lakeland 

12,993,404 

18,262.207 

71% 

16.720,410 

25.850.897 

65% 

Lethbridge 

14,814.509 

25.522.548 

58% 

17.896.680 

33,591.714 

53% 

Medicine  Hat 

10.520,278 

16.585.272 

63% 

12.362.786 

19,837,009 

62% 

Mount  Royal 

26.919.552 

41.869,956 

64% 

32.580.139 

57,064,064 

57% 

Olds 

11,055.669 

16.199.632 

68% 

13.197.181 

20,528,327 

64% 

Red  Deer 

16.682.137 

30.056.571 

56% 

20.765.293 

34,206,203 

61% 

Total 

155,994.636 

244,808,435 

64% 

194,308,307 

323,621,964 

60% 

TECHNICAL  INSTITUTES 

NAIT 

63.335.286 

81.239.000 

78% 

76,822,61 1 

101.997,000 

75% 

SAIT 

57.420,784 

84,810,160 

68% 

67,535,993 

98,354.000 

69% 

Westerra 

5,900.896 

7.599.608 

78% 

N/A 

N/A 

Total 

126,656,966 

173,648,768 

73% 

144,358,604 

200,351,000 

72% 

VOCATIONAL  COLLEGES 

Calgary 

7.831.762 

8.033.000 

97% 

8,619,129 

14,557.791 

59% 

Edmonton 

10.246.624 

10,353.000 

99% 

11,406,326 

20.946.847 

54% 

Lac  La  Biche 

6.307.682 

6.435,000 

98% 

7,825,491 

10.098.623 

77% 

Lesser  Slave  Lake 

8.335.223 

8.560.000 

97% 

12.307.549 

14.400.198 

85% 

Total 

32,721,291 

33,381,000 

98% 

40,158,495 

60,003,459 

67% 

HOSPITAL-BASED  SCHOOLS  of  NURSING 

Alberta  Hosp.  Edmonton 

557.532 

105% 

N/A 

N/A 

N/A 

Alberta  Hosp.  Ponoka 

604.612 

759.156 

80% 

959.943 

1.129.333 

85% 

Foothills  Hospital 

3,023.363 

3.384,905 

89% 

4.259.490 

4.761.574 

89% 

Misericordia 

1.212.939 

1.424.439 

85% 

1.907.511 

1.664.231 

115% 

Royal  Alexandra 

2.445.149 

2.567,348 

95% 

3.047.901 

3.361.498 

91% 

U  of  A  Hospital 

3,505,489 

3,569.509 

98% 

3.782.533 

4,127,285 

92% 

Total 

11,349,084 

12,236,340 

93% 

13,957,378 

15,043,921 

93% 

PRIVATE  COLLEGES 

Augustana 

2,334.181 

7.681.841 

30% 

3.632.380 

11,708,773 

31% 

Canadian  Union 

362,043 

4.540.204 

8% 

776.105 

6.497.852 

12% 

Concordia 

2.022,909 

7.491.915 

27% 

4.468.797 

13.489,228 

33% 

The  King's 

383.005 

1.979.036 

19% 

1.347.532 

3,743.211 

36% 

Total 

5,102,138 

21,692,996 

24% 

10,224,814 

35,439,064 

29% 

TOTAL  SYSTEM 


757,390,311    1,332,071,640  57% 


910,431,800  1,649,930,720 


55% 


Operations  grants  are  those  given  in  the  annual  minister's  operating  and  capital  grant  letters  and  include  operating 
grants  and  capital  renewal  grants  but  not  capital  construction  grants,  endowment  and  incentive  grants,  or  inmate 
education  grants.  Total  expenditures  are  as  reported  in  institutional  audited  financial  statements  and  include 
expenditures  from  restricted  funds  but  do  not  include  capital  construction  expenditures. 


Source:  Alt>erta  Advanced  Education  and  Career  Development,  May  1995. 


Table  6 

SUMMARY  of  GRANTS  to  ALBERTA  POST-SECONDARY  INSTITUTIONS 


1985-86 

1990-91 

1995-96 

%of 

%of 

%of 

Grants 

Total 

Grants 

Total 

Grants 

Total 

Regular  Grants 

Base  Grants*  631,696,259  77.0%  771,962,445  80.7%  761,887,000  93.5% 

Capital  Renewal  Grants*  62,816,159  7.7%  32,325,300  3.4% 

Trades andlraining  Grants*  12,270,516  1.5% 

Enrolment  Growth  Funding*  16,013,160  2.0%  26,702,449  2.8% 

Total  722,796.094  88.1%  830,990.194  86.9%  761,887,000  93.5% 

Conditional  Grants*  18,855,093  2.3%  19,767,790  2.1%  687,000  0.1% 

New  Capital  Construction*  59.100.000  7.2%  70.215.000  7.3%  2,250,000  0.3% 

Access  Funding**  0.0%  0.0%  19,000,000  2.3% 

Special  Grants** 


Innovative  Projects 

775.000 

n.a. 

n.a. 

Program  Development 

1,567,656 

1,947,200 

n.a. 

Community  Consortia 

3,697,988 

4,478,600 

3,322,000 

Special  Purpose  Grants 

2,826,340 

1,921,300 

669,000 

Federally  Funded  Programs 

4,500,000 

3,881,900 

4,178,000 

Endowment  &  Incentive  Fund 

1,808,100 

11,553,900 

n.a. 

Adult  Development  Program 

4,470,738 

6,018,635 

16,286,000 

Other  Program  Support 

5,766,100 

4,439,000 

Inter-Provincial  Programs 

2,014,000 

Total 

19,645,822 

2.4% 

35.567.635 

3.7% 

30,908,000 

3.8% 

Total  Grants 

820,397,009 

100.0% 

956,540,619 

100.0% 

814,732,000 

100.0% 

*  These  data  are  from  the  ministerial  grant  letters. 
**    These  data  are  from  the  estimate  books 


Source:  Alberta  Advanced  Education  and  Career  Development,  May  1995. 


Table  5 

UNRESTRICTED  INSTITUTIONAL  OPERATIONS  REVENUES 

at  Alberta  Post-Secondary  Institutions  -  1993-94 


Provincial 

Tuition  & 

Cont.  Ed. 

Donations 

Investment 

Sales  of 

Miscell. 

Total 

Grants 

Rel.  Fees 

Fees 

&  Grants 

Income 

Goods  &  Ser. 

(Unrestricted) 

UNIVERSITIES 

Alberta 

260.361.000 

60,440.000 

3,395.000 

3.505.000 

327.701,000 

Calgary 

164,242.000 

44,416,000 

397.000 

1.053.000 

32,354,000 

242,462,000 

Lethbridge 

35,350.000 

11,195,000 

599.000 

4,659,000 

1.250.000 

53,053,000 

Athabasca 

17,807.555 

6,352,891 

4,550 

357.718 

13,899 

70,918 

24.607.531 

Total 

477,760,555 

122,403,891 

401,550 

5,404,718 

37,026,899 

4,825,918 

647,823,531 

Banff  Centre 

14,023,701 

4.069,899 

2,945,863 

452,777 

2,374,435 

5,591,661 

29,458,336 

PUBLIC  COLLEGES 

ACA 

6,670,514 

783,946 

301,157 

73,035 

32,696 

636,740 

8,498.088 

Fairview 

12,871,203 

830,678 

871,608 

94,983 

397,029 

2,070.247 

17.135.748 

Grande  Prairie 

17,017.576 

2,134,154 

814,527 

88,755 

1.689.681 

132,109 

21.876,802 

Grant  MacEwan 

27.797.105 

3,073.015 

13,989,714 

5,000 

673.801 

4.314.118 

602,701 

50,455,454 

Keyano 

16,688.567 

1,391,923 

1,623.869 

1.729,407 

361.986 

4.058.607 

25.854.359 

Lakeland 

17.165.644 

1.410,108 

3,163.329 

679,408 

295.791 

2.611.590 

273,712 

25.599.582 

Lethbridge 

19,471,347 

4,594,446 

3.356,795 

437,758 

324.461 

4.915.193 

2,747 

33,102.747 

Medicine  Hat 

12,739,618 

2,773,945 

1.217.369 

432.467 

1.813.107 

159,393 

19.135.899 

Mount  Royal 

32,359.363 

8,288.144 

9,139,547 

448,676 

454.967 

6,204.112 

3,687 

56.898.496 

Olds 

13.302.345 

1.019.033 

1,367.346 

27,853 

210.448 

3.145,767 

395.347 

19.468.139 

Red  Deer 

20,512,975 

5.965.933 

1.682.478 

185,000 

598.132 

5.517.112 

400.000 

34.861.630 

Total 

196,596,257 

32,265,325 

36,713,212 

4,495,647 

3,870,533 

36,976,274 

1,969,696 

312,886,944 

TECHNICAL  INSTITUTES 

NAIT 

76.084.000 

6,390.000 

9,775,000 

504,000 

2.004.000 

8.738.000 

103,495.000 

SAIT 

64.218,000 

5,050,000 

14.605,000 

273,000 

1.020.000 

10,045.000 

695.000 

95.906.000 

Total 

140,302,000 

11,440,000 

24,380,000 

777,000 

3,024,000 

18,783,000 

695,000 

199,401,000 

HOSPITAL-BASED  SCHOOLS  of  NURSING 

Alberta  Hosp.  Ponoka 

964.321 

54,452 

36.340 

35.777 

13.374 

1,104.264 

Foothills  Hospital 

4,259,490 

628,692 

37.642 

4.925.824 

Misericordia 

1,509,847 

317.328 

13.990 

19.140 

5.556 

1,865,861 

Royal  Alexandra 

3.008,301 

513.983 

34.929 

192 

3,557,405 

U  of  A  Hospital 

3,782,533 

465.786 

119.162 

4,367,481 

Total 

13,524,492 

1,980,241 

36,340 

0 

241,500 

32,514 

5,748 

15,820,835 

PRIVATE  COLLEGES 

Augustana 

3,891,640 

4.408.822 

580,029 

2.925.181 

135.381 

11,941,053 

Canadian  Union 

769,622 

2.603,388 

1,182.453 

193,028 

1,658.844 

144.844 

6.552,179 

Concordia 

4,773.936 

5,758.368 

1,620.519 

56,986 

1.440.722 

59.037 

13.709.568 

The  King's 

1.331.427 

1,297,479 

1,853.753 

444.994 

10.917 

4,938.570 

Total 

10,766,625 

14,068,057 

0 

5,236,754 

250,014 

6,469,741 

350,179 

37,141,370 

VOCATIONAL  COLLEGES 

Calgary 

14.308.421 

249.370 

14.557.791 

Edmonton 

19,829.917 

1.116.930 

20.946.847 

Lac  La  Biche 

10.098.623 

10,098.623 

Lesser  Slave  Lake 

14,400.198 

14,400,198 

Total 

58,637,159 

0 

0 

0 

0 

0 

1,366,300 

60,003,459 

TOTAL  SYSTEM 

911,610,789 

186,227,413 

61,129,552 

13,856,814 

13,243,542 

101,662,863 

14,804,502 

1,302,535,475 

Source:  Alberta  Advanced  Education  and  Career  Development,  May  1995.  (Based  on  Audited  1993-94  Insitutional 
Financial  Statements.)  Operations  grants  include  operating  grants  and  capital  renewal  grants. 


Tables 


SUMMARY  of  GRANTS  to  ALBERTA  POST-SECONDARY  INSTITUTIONS 


1985-86 

1990-91 

1995-96 

%of 

%of 

%of 

Grants 

Total 

Grants 

Total 

Grants 

Total 

Regular  Grants 


Base  Grants* 

631,696,259 

77.0% 

771,962,445 

80.7% 

761.887.000 

93.5% 

Capital  Renewal  Grants* 

62,816,159 

7.7% 

32.325,300 

3.4% 

Trades  and  Training  Grants* 

12.270,516 

1.5% 

Enrolment  Growth  Funding* 

16,013,160 

2.0% 

26,702,449 

2.8% 

Total 

722,796,094 

88.1% 

830,990,194 

86.9% 

761,887,000 

93.5% 

Conditional  Grants*  18,855,093        2.3%        19,767,790        2.1%  687,000  0.1% 


New  Capital  Construction*  59,100,000        7.2%        70,215,000        7.3%         2,250,000  0.3% 


Access  Funding**   OjO%  0.0%        19,000,000  2.3% 


Special  Grants** 


Innovative  Projects 

775,000 

n.a. 

n.a. 

Program  Development 

1,567,656 

1,947,200 

n.a. 

Community  Consortia 

3,697,988 

4.478.600 

3,322,000 

Special  Purpose  Grants 

2,826,340 

1.921.300 

669,000 

Federally  Funded  Programs 

4.500,000 

3.881.900 

4,178,000 

Endowment  &  Incentive  Fund 

1.808,100 

11,553,900 

n.a. 

Adult  Development  Program 

4,470,738 

6,018,635 

16,286,000 

Other  Program  Support 

5,766,100 

4,439,000 

Inter-Provincial  Programs 

2,014.000 

Total 

19,645,822 

2.4% 

35,567,635 

3.7% 

30,908,000 

Total  Grants  820,397,009     100.0%       956,540,619     100.0%       814,732,000  100.0% 


*  These  data  are  from  the  ministerial  grant  letters. 
**   These  data  are  from  the  estimate  books 


Source:  Alberta  Advanced  Education  and  Career  Development.  May  1995. 


Table  7 

SUMMARY  of  FUNDING,  ENROLMENT  and  STAFF  DATA 


1995-96  Grants  * 

1994-95 

%of 

($000'S) 

Credit 

Total 

Operations 

Capital  (a) 

Total 

FTE  (est) 

FTE 

UNIVERSITIES 

22o,o3o 

1  ,UUU 

224,635 

29,128 

24.8 

140,972 

0 

140,972 

21 ,440 

18.3 

Lethbridge 

29,893 

0 

29,893 

5,201 

4.4 

Athabasca 

14,704 

0 

14,704 

3,935 

3.4 

Banff 

11,883 

1,250 

13,133 

240 

0.2 

Total 

421,087 

2,250 

423,337 

59,944 

51.1 

PUBLIC  COLLEGES 

Aita  ooliege  ot  ati 

5,590 

0 

5  590 

0.6 

Fairview 

10,262 

0 

Grand6  Prairie 

12,936 

0 

12  936 

1  650 

1.4 

Grant  MacEwan 

23,614 

0 

A  7 

Keyano 

14,595 

0 

1  ,UiCU 

n  Q 

Lakeland 

13,937 

0 

1  77*^ 
1 ,0/  o 

\  .z 

14,0  ly 

U 

14,819 

3,565 

3.0 

Medicine  Hat 

10,230 

0 

10,230 

2,240 

1.9 

Mount  Royal 

27,899 

0 

27,899 

5,020 

4.3 

Olds 

10,910 

0 

10,910 

900 

0.8 

Red  Deer 

17,220 

0 

17,220 

3,815 

3.3 

Total 

162,011 

0 

162,011 

26,850 

22.9 

TECHNICAL  INSTITUTES 

NAIT 

63,742 

0 

63,742 

8,450 

7.2 

SAIT 

55,730 

0 

55,730 

6,810 

5.8 

Total 

119,471 

0 

119,471 

15,260 

13.0 

VOCATIONAL  COLLEGES 

AVC-Calgary 

7,005 

55 

7,060 

3,300 

2.8 

AVC-Edmonton 

9,189 

0 

9,189 

5,900 

5.0 

AVC-Lac  La  Biche 

6,423 

0 

6,423 

1,060 

0.9 

AVC-Lesser  Slave  Lake 

10,581 

0 

10,581 

1,500 

1.3 

Total 

33,198 

55 

33,253 

11,760 

10.0 

pDiv/ATP  COL  I  EGFS 

Augustana 

3,007 

n/a 

3,007 

890 

0.8 

Canadian  Union 

826 

n/a 

826 

325 

0.3 

Concordia 

3,699 

n/a 

3,699 

1,410 

1.2 

Kings 

1,115 

n/a 

1,115 

425 

0.4 

Total 

8,646 

n/a 

8,646 

3,050 

2.6 

HOSPITAL-BASED  NURSING  EDUCATION 

Cap.  Health  Authority 

0 

0 

260 

0.2 

David  Thompson  H.  A. 

730 

0 

730 

80 

0.1 

Calgary  Reg.  H.  A. 

0 

0 

60 

0.1 

Total 

730 

0 

730 

400 

0.3 

Institutional  Total 

745,142 

2,305 

747,447 

117,264 

100 

Access  Fund 

19,000 

0 

19,000 

Consortia 

3,322 

0 

3,322 

Grand  Total 

767,464 

2,305 

769,769 

117,264 

100.0 

Notes: 

a)  Capital  grants  are  now  called  "Grants  for  Infrastructure", 
est  =  estimate 
*  Institutional  fiscal  year 


Source:  Alberta  Advanced  Education  and  Career  Development,  May  1995. 
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